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BEFORE THE

| LLI NOI S COMMERCE COMM SSI ON

| LLI NOI S- AMERI CAN WATER COMPANY ) DOCKET NO.
) 09-0319
Proposed general increase in water )
and sewer rates. )
(Tariffs filed May 29, 2009) )
Springfield, Illinois

Wednesday, Decenber 9, 2009
Met, pursuant to notice, at 9:00 a.m
BEFORE:
MS. ALI SA TAPI A, Adm nistrative Law Judge
APPEARANCES:

MR. CHRI STOPHER W FLYNN
MR. ALBERT D. STURTEVANT

JONES DAY
77 West Wacker
Chi cago, Illinois 60601

Ph. (312) 782-3939

(Appearing on behal f of
Il 1inois-American Water

Conpany)

SULLI VAN REPORTI NG COMPANY, by
Carla J. Boehl, Reporter
CSR #084-002710
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APPEARANCES: ( Conti nued)

MR. JOHN J. REI CHART

MS. JONI K. OTT

Cor porate Counsel

727 Craig Road

St. Louis, M ssouri 63141
Ph. (314) 996-2287

(Appearing on behal f of
Il 1inois-American Water

Conpany)

MR. JEFFREY M. ALPERI N
TRESSLER, LLP

305 West Briarcliff Road

Bol i ngbrook, Illinois 60440
Ph. (630) 759-0800

(Appearing on behalf of the
Village of Bolingbrook)

MR. RI CHARD C. BALOUGH

BALOUGH LAW OFFI CES, LLC

1 North LaSalle Street, Suite 1910
Chicago, Illinois 60602

Ph. (312) 499-0000

(Appearing on behalf of the
Cities of Chanpaign, Urbana and
the Villages of Homer G en, St.
Joseph, Savoy and Si dney)

MS. LINDA M BUELL

Office of General Counsel
527 East Capitol Avenue
Springfield, Illinois 62701
Ph. (217) 557-1142

(Appearing on behalf of Staff of

the Illinois Comrerce
Comm ssi on)
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APPEARANCES:

MR. M CHAEL LANNON

Office of General
160 North LaSall e,
Chi cago, Illinois

Ph.

MS.

MS. KRI STI'N MUNSCH

(312) 814- 4368

(Conti nued)

Counsel

Suite C-800

60601

(Appearing on behalf of Staf
he I'llinois Comerce
Comm ssi on)

t

KAVI TA CHOPRA

Attorneys at Law
309 West Washingto
Chi cago, Illinois

Ph.

MR. RYAN ROBERTSON
MR. ERI C ROBERTSON
LUEDERS, ROBERTSON & KONZEN

(312) 263-4282

P. 0. Box 735
1939 Del mar Avenue
Granite City, I111i

Ph.

MS.

Ph.

(618) 876- 8500

n, Suite 800

60606

(Appearing on behalf of the
Citizens Utility Board)

nois 62040

(Appearing on behalf of the

I[11inois

| ndustri al Water

Consumers)

SUSAN L. SATTER
Assi stant Attorney
100 West Randol ph
Chi cago, Illinois

(312) 814-8496

Gener al

Street, 11th Fl oor

60601

f of

(Appearing via teleconference

on behal f
St at e of

of the People of
I11inois)

t he
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| AWC:
5.00 (Rev), 5.01 thru 5.06,

5. 00SUPP, 5. 01SUPP, 5. 02SUPP,
5. 03SUPP, 5.00R1,
5.00R2(Rev), 5.01R2, 5.02R2,
5.00SR, 5.01SR, 5.02SR
6. 00, 6.00SUPP, 6.01SUPP (Rev),
6. 02SUPP (Rev),
6. 03SUPP (Rev), 6.04SUPP,
6. O0SUPP 2nd, 6.00R1,
6.01R1 (Rev), 6.02Rl1 (Rev),
6. 03R1 (Rev), 6.04R1 thru
6. 16R1, 6.17R1 (1st Rev),
6. 00R2, 6.01R2, 6.02R2,
6. 03R2, 6.00SR, 6.01SR thru
6. 09SR
10. 00, 10.00SUPP, 10.01SUPP (Rev),

10. OOR, 10.00SR (Rev)

AG Cross 8

AG Cross 9

AG Cross 10

AG Cross 12

AG Cross 15

AG Cross 16

AG Cross 17

AG Cross 18

Il WC Cross 4

Il WC Cross 5

Il WC Cross 6

EXHI BI TS

cuB 1.0, 1.1

CuB 2.0

MARKED

e- docket

e- docket

e- docket

209
209
209
249
440
441
486
486

234
234
234

e- docket
e- docket

ADM TTED

454

412

352

341
341
341
341

486
486
463
463
463

346
346
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PROCEEDI NGS

JUDGE TAPI A: By the authority vested in ne by
the Illinois Commerce Comm ssion, | now call Docket
Number 09-0319. This docket concerns a general
increase in rates for delivery services submtted by
I11inois-American Water Conpany.

May | have appearances for the record,
pl ease?

MR. STURTEVANT: Appearing on behal f of
II1inois-American Water Conpany, Al bert Sturtevant
and Chris Flynn, Jones Day, 77 West Wacker, Chicago,
I1linois 60601.

MR. REI CHART: Al so appearing on behal f of
I11inois-American Water Conmpany, John Reichart and
Joni Ott, 727 Craig Road, St. Louis, M ssouri 63141.

MS. MUNSCH: Appearing on behalf of the
Citizens Utility Board, Kavita Chopra and Kristin
Munsch, 309 West Washi ngton, Suite 800, Chicago,
I11inois 60606.

MR. BALOUGH: Appearing on behalf of the Cities
of Chanpai gn, Urbana and the Villages of Homer @ en,

St. Joseph, Savoy and Sidney, Richard C. Bal ough,
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Bal ough Law Offices, LLC, One North LaSalle Street,
Suite 1910, Chicago, Illinois 60602.

MS. SATTER: Appearing on behalf of the People
of the State of Illinois, Susan L. Satter, 100 West
Randol ph Street, Chicago, Illinois 60601.

MS. BUELL: Appearing on behalf of Staff

wi t nesses of the Illinois Conmmerce Comm ssion, Linda
M. Buell, 527 East Capitol Avenue, Springfield,
[11inois 62701.

MR. LANNON: Also appearing on behalf of the
Staff of the Illinois Commerce Comm ssion, M chae
Lannon, 160 North LaSalle Street, Suite C-800,
Chi cago, Illinois 60601.
MR. E. ROBERTSON: On behalf of the Illinois
| ndustrial Water Consumers, Eric Robertson and Ryan
Robertson, Lueders, Robertson and Konzen, 1939
Del mar, Granite City, Illinois 62040.
MR. ALPERI N: Appearing on behalf of the
Vill age of Bolingbrook, Jeff Alperin, Tressler, LLP,
305 West Briarcliff, Bolingbrook, Illinois 60440.
JUDGE TAPI A: Is there anyone else wishing to

enter an appearance? Okay.
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Before we proceed with wi tnesses,
there were things that we deferred to today. There
were exhibits offered into evidence and | believe it
was M. Reichart who reserved whether or not he had
an objection. Now, these exhibits were AG Cross
Exhi bit 12.

MR. REI CHART: And 8, 9 and 10 as wel .

JUDGE TAPI A: Ch, it was 8, 9 and 107?

MR. REI CHART: Yes. Three of them canme about
in response to -- one of them came about in response
to the cross of Cheryl Norton and three came in
response to the cross of Jeffrey Kaiser.

Judge, these are all exhibits -- or
each of the exhibits represents information that was
provided in response to a particular data request,

t hat bei ng Data Request Number AG 1.3. We would ask
that the actual data request and the short narrative
response that was included as kind of the cover page
to this response be included with the attachments
identified by Ms. Satter for subm ssion.

JUDGE TAPIA: So there is a -- you said there

is an addition to it, a cover page~?
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MR. REI CHART: Yes, there is a cover page that
basically has the data request and our response, our
narrative response, and in addition to the narrative
response there were several attachments, four of
whi ch are the exhibits that the Attorney General has
of fered.

JUDGE TAPI A: Ms. Satter?

MS. SATTER: The narrative response was not
short. The narrative response was maybe five pages,
single spaced, with all kinds of references and it
was very dense. | did not offer it because | did not
want to cross-exam ne the witness on it. And the
wi t nesses were present yesterday. This cover page
and extensive narrative could have been offered at
that time, and it wasn't. | am not prepared to go
back over that narrative and comb through it, and

that is why we offered what we did for the wi tnesses

that we offered it for. It was not offered for the
i ndi vi dual whose nane -- who evidently did the
response. It was just for those particular events

that were indicated and descri bed by those exhibits

and e-mail s.
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So | would object to including the
cover page. | would not object to including the
guesti on and maybe a short answer. But five pages of
single spaced narrative | would object to.

MR. REI CHART: Judge, | think the narrative and
answer put the attachments that are proffered into
t he proper context, you know, why they were provided
and how they were provided in response to what
speci fic question.

Ms. Satter is correct that none of the
wi t nesses addressed the data request response
specifically and that was because, as she al so
i ndi cated, the data request was originally responded
to by two separate witnesses, neither of whomthe
cross exhibits were used for yesterday.

JUDGE TAPI A: Ckay. | tend to agree with
Ms. Satter. | think it was her cross exam nation and
she was using it for a limted purpose and only
focused on certain areas. And | think that although
it is good to include everything in its entirety, |
think Ms. Satter's cross was limted and only focused

on the areas that she focused. So they will be
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admtted as stated by Ms. Satter.

MR. REI CHART: Judge, | am sorry. May | ask
then, we would certainly accept Ms. Satter's
suggestion that at |east the data request question be
included as a cover to the cross exhibits, just to
put the exhibits into the proper context.

JUDGE TAPI A: Ckay.

MS. SATTER: | can suggest we can just read the
gquestion into the record.

MR. REI CHART: That's fine.

JUDGE TAPI A: OCkay, if you want.

MR. REI CHART: Do you want to read it?

JUDGE TAPI A: And then, Ms. Satter, then at the
end would you offer it to be entered into the
evi dence and then | will go ahead.

MS. SATTER: Offer these exhibits again?

JUDGE TAPI A: Ri ght .

MS. SATTER: Okay. So, well, | would like to
then offer AG Cross Exhibits 8, 9, 10 and 12 into
evi dence, and to add to that offer the question that
the exhibits were produced in response to. And that

gquestion was in AG Data Request 1.3 and it said,
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"Regarding the direct testinmny of Karla Teasl ey,
| AWMC Exhibit 1.0, lines 477 through 481, pl ease
identify and produce each and every document in which
Ms. Teasl ey or any other representative or agent of
| AWC rejected, chall enged or otherw se questioned a
charge for a service provided by the service conmpany
for the years 2007, 2008, 2009 and the test year."
JUDGE TAPI A: Thank you. And M. Reichart's
objection is noted for the record.
MR. REI CHART: Thank you.
JUDGE TAPI A: AG Cross Exhibits 8, 9, 10 and 12
are admtted into evidence.
(WMhereupon AG Cross Exhibits 8,
9, 10 and 12 were admtted into
evi dence.)

There was al so a question in regards
to Illinois-Anmerican Water Conmpany 3.00, the direct
testinony of M. Kaiser, along with 3. 00SUPP, 3.00R1,
R2 (Revised) and SR (revised), is that right? Did we
reserve that for today? | think Ms. Satter had an
obj ection?

MS. SATTER: No.
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JUDGE TAPI A: Did anyone have an objection to
t hat ?

MR. REI CHART: | don't believe so.

MS. SATTER: | don't have an objection.

MR. REI CHART: Maybe for housekeeping could we
reiterate they were admtted?

JUDGE TAPI A: Okay. And, of course, it will be
i ndicated they were adm tted yesterday. | guess |
ruled on it. So that wasn't in question.

Were those the only exhibits that we
reserved for today?

MS. SATTER: | believe so.

JUDGE TAPI A: All right. Then we can go ahead
and proceed. The Company could call their next
wi t ness.

MS. MUNSCH: Your Honor, we actually have a
couple matters to take care of since the schedul e was
changed around, if we could for a monent.

JUDGE TAPI A: Okay.

MS. MUNSCH: First, in agreenment CUB has agreed
to waive cross of Conpany w tness Ahern, and | have

before me what | have | abeled as CUB Cross Exhibit 1.
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This is Ms. Ahern's response to Staff Data Request
MGM 1. 09.

JUDGE TAPI A: And that's a CUB exhibit?

MS. MUNSCH: Yeah, it is going to be CUB Cross
Exhi bit Number 1, if we could.

And then, secondly, we would like to
enter the testimony of Chris Thomas who is here. So
we could do that this nmorning, if we could.

JUDGE TAPI A: And you have filed an affidavit?

MS. MUNSCH: No, he is actually here, so we
would like to call himto the stand.

JUDGE TAPI A: So we are going to cal
M. Thomas first?

MS. MUNSCH: Thank you, Your Honor.

JUDGE TAPI A: M. Thomas, if you could raise
your right hand?

(Whereupon the wi tness was duly

sworn by Judge Tapia.)
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CHRI STOPHER THOMAS
called as a witness on behalf of the Citizens Utility
Board, having been first duly sworn, was exam ned and
testified as follows:
DI RECT EXAM NATI ON

BY MS. MUNSCH:

Q Good morning, M. Thomas.

A Good nor ni ng.

Q Do you have before you what has been marked
for the record as CUB Exhibit 1.07

A | do.

Q And this is the direct testinony of
Chri stopher C. Thomas on behalf of the Citizens
Utility Board that was filed on October 2, 2009, is
t hat correct?

A That is correct.

Q And did you prepare this or was it prepared
under your supervision or control?

A It was.

Q And if you were asked the same questions,
woul d you give the same answers today?

A | woul d.
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Q Do you have any corrections you would like
to make at this time?

A | don't.

Q Thank you. Do you have before you what has
been marked as CUB Exhibit 2.07?

A Yes.

Q And that is the rebuttal testinony of
Chri stopher Thomas on behalf of the Citizens Utility
Board?

A Yes.

Q That was filed on November 13, 20097

A Correct.

Q Was this prepared by you or under your
supervi sion and control ?

A It was.

Q If you were asked the same questions today,

woul d you give the sanme answers?

A | woul d.

Q Do you have any corrections you would like
to make?

A | don't.

Q | think actually we also have CUB Exhi bit
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1.1, | realize as well. | think that is the docket
summary of your prior testinmony. Do you have any
changes you would like to make to that?

A | don't.

(W tness excused.)

MS. MUNSCH: At this time we would ask that CUB
Exhibit 1.0, 1.1 and 2.0 be entered into the record.

JUDGE TAPI A: Any objection to the adm ssion of
t hose?

MR. FLYNN: No obj ecti on.

JUDGE TAPI A: Then CUB Exhi bit, direct
testinmony of M. Thomas, 1.0, the rebuttal testinmony
2.0 and 1.1 will be admtted into evidence.

(Whereupon CUB Exhibits 1.0, 1.1
and 2.0 were admtted into
evi dence.)

MS. MUNSCH: Thank you, Your Honor.

JUDGE TAPI A: You are welcome. WIIl the
Conpany call the next wi tness?

MR. FLYNN: Yes. Our next witness is
M. Uffel man.

JUDGE TAPI A: M. Uffel man, would you pl ease
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rai se your right hand?
(Whereupon the witness was duly
sworn by Judge Tapia.)
JUDGE TAPI A: M. Flynn, proceed.
BERNARD L. UFFELMAN
called as a witness on behalf of Illinois-American
Wat er Conpany, having been first duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. FLYNN:

Q Good nmor ni ng.

A Good nor ni ng.

Q Woul d you please state your nanme and spell
it for the record.

A Bernard L. Uffelman, capital U as in Uncle,
F-F as in Frank, E-L-M A-N.

Q M. Uffel man, by whom are you enpl oyed?

A | am empl oyed -- | am self-enpl oyed. | am
Presi dent of Uffel man Advi sory Services.

Q And were you asked by IIllinois-American
Wat er Conpany to prepare testinony and exhibits for
this proceedi ng?
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A | was.

Q Did you prepare direct testimony in this

A Yes.

Q Showi ng you a document previously marked as
| AWC Exhi bit 10.00 bearing the caption Direct
Testinony of Bernard L. Uffel man. s this a copy of
your direct testinmony in this case?

A Yes, it is.

Q Is it true and correct to the best of your
knowl edge?
A Yes.

Q And did you also prepare suppl ementa
direct testinmony in this case?

A Yes.

Q Show you a document previously marked as
| AWC 10. O0SUPP. s this a copy of your suppl ement al

direct testinmny?

A Yes.

Q Is it true and correct to the best of your
know edge?

A Yes.
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Q Did you also in the course of your
suppl emental direct testimny sponsor and identify an
exhi bit bearing a caption Service Conpany OQutside
Provi der Mar ket Cost Comparison?

A | am sorry?

Q | dentified as | AWC Exhi bit 10. 01SUPP
(Revi sed) ?

A Yes.

Q And is the information on that exhibit true
and correct to the best of your know edge?

A Yes, as revised.

Q Did you also prepare rebuttal testinmony in
this case?

A Yes.

Q Directing your attention to an exhibit
previously marked as | AWC Exhibit 10.00R, is this a
copy of your rebuttal testimony?

A Yes, it is.

Q Is it true and correct to the best of your
know edge?

A Yes.

Q Lastly, did you also prepare surrebutta
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testinmony in this case?

A Yes.

Q Directing your attention to a docunment
previously marked as | AWC Exhibit 10.00SR, is this a
copy of your surrebuttal testimony?

A Yes.

Q And is it true and correct to the best of
your knowl edge?

A Yes.

MR. FLYNN: Your Honor, at this time |I would
move for adm ssion into evidence the follow ng
exhibits on behalf of Illinois-American Water
Conpany: 10.00, 10.00SUPP, 10.01SUPP (Revised),

10. OOR and 10. O0OSR.

JUDGE TAPI A: Any objection to the adm ssion of
the exhibits just stated by M. Flynn?

MS. BUELL: M. Flynn, was M. Uffel man's
surrebuttal testinony revised surrebuttal testimny?

MR. FLYNN: Yes, it is and | erred. So | would
i ke to go back and clarify that with the w tness.
Thank you.

MS. BUELL: You are wel cone.

350



10

11

12

13

14

15

16

17

18

19

20

21

22

BY MR. FLYNN:

Q M. Uffelman, with respect to your
surrebuttal testinony, | will ask you if the document
mar ked as | AWC 10. 0O0SR (Revised) is a copy of your
surrebuttal testinony.

A Yes, it is.

Q And is that true and correct to the best of

your knowl edge?

A | do not have a copy of the revised
version.
Yes.
MR. FLYNN: Wth that, | would withdraw my

prior notion and make the follow ng notion, for
adm ssion into evidence of the follow ng | AWC
exhi bits: 10. 00, 10.00SUPP, 10.01SUPP (Revised),
10. O0OR, 10.00SR (Revised).

JUDGE TAPI A: Any objection to the adm ssion of
the exhibits that M. Flynn just stated?

MS. SATTER: Can | just ask, the revisions were
contained in the errata that was filed, is that
correct?

MR. STURTEVANT: Yes.
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MS. SATTER: Thank you.
JUDGE TAPI A: Heari ng no objection, the
exhibits are entered into evidence.
(Whereupon | AWC Exhi bit 10. 00,
10. OOSUPP, 10.01SUPP (Revised),
10. OOR and 10. 00SR (Revi sed)
were admtted into evidence.)
MR. FLYNN: M. Uffelman is available for cross
exam nation.
JUDGE TAPI A: M . Bal ough, would you like to go
first?
MR. BALOUGH: We flipped a coin.
CROSS EXAM NATI ON
BY MR. BALOUGH:
Q Good morning, M. Uffel man.
A Good nor ni ng.
Q My name is M. Richard Bal ough and |
represent various municipalities. | think we met
bef ore and we probably met way before, back in
Austi n.
M. Uffelman, | would |like you to turn

first to page 4 and 5 of your testinmony. This would
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be your original testinony.

FLYNN: Direct?

BAL OUGH: Pardon?

FLYNN: s that direct testimny?

BAL OUGH: Direct testinony.

% % 3 %

Okay, | have that.

Q And on those pages you discuss the study
that Ms. Teasley did regarding the self-provision
study, is that correct?

A Yes.

Q Did you participate in that, the
preparation of the self-provision study?

A No, | did not.

Q So anything that is in the self-provision
study that you discuss is based totally upon what
Ms. Teasley did, is that correct?

A That's correct.

Q And you did no independent analysis of the
sel f-provision study, is that correct?

A That's correct.

Q If you can turn then to page 6 of your

surrebuttal testinony?
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A

Q

t hat

have made as part of

muni ci pal
price of
A
yes.
Q
t hat you
A
Q
to which
not talk
A
t hat

was

| anguage

devel opers woul d have to recover

are going to recover

price of

Q

gquesti on.

a devel oper

| have that.

Am | correct in that testinmny you state

i ncludes contributions that it may

construction to a

|l y-owned utility, they include that in the

a home?

The price of a home or the price of a |ot,

Can you tell me which devel opers in Mokena

talked to, to come up with this statement?

| did not discuss this with any devel opers.

Woul d that be true for any city or village

you refer in your testinony, that you did

to any devel opers?

We di scussed this in the original report

i ssued in Docket 07-0507, and sim| ar

was in the original report. And that is how

their costs, if they

their costs, is through the

the | ot or hone.

| would like to go back to ny origina

Whi ch particul ar devel opers in the state
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of Illinois have you talked to concerning that

i ncl ude contri buti ons

A | have not talked

Q Have you done any
operational costs for water
Mokena?

A | have not.

Q Have you done any
operational costs for water

A | have not.

Q On page 8 of your

in the cost of

t hey
the homes?

to any devel opers.
studi es concerning the

utility service in

studi es concerning the

utility in New Lenox?

surrebuttal testinony y

cal culate, | believe, the Illinois-American's
increase for sewer and water from 2005 to 2009 at
16. 56 percent, is that correct?

A Yes.

Q Do you know the percentage increase that

II1inois-Anmerican has proposed for

area for water service

A | do not.
Q Do you know what
this case i s as

for waste water

t he percent
requested for by

collection and treat nent

t he Chicago netr

in this case?

i ncrease in

[111inois-Anmerican

for the

ou

o
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Chi cago metro area?

do not

A

Q

know what

service

A

Q

| am sure

Woul d

t he percentage increase for

No.

You revi ewed the Homer

the rebuttal

correct?

testi nony,

208,

and New Lenox and Homer

your

A
Q
A

Q

A

Q

t hat

testi nony,
A Yes.
Q Am

is for

have those with ne.

| al so be correct that

the Chicago metro district?

have seen those nunbers,

but

you do not

testi mony of Aaron Fundich,

Yes.

Do you have that

Yes.

Gl en Exhi bit

4.0,

is that

testimony with you?

|f you could turn to page 10 of

are you with nme?

Yes.
At |ines, |
is one of

is that

correct

beli eve,

Gl en that you reference

correct?

t hat

one of your

starting at

t hat

203

t hat

to

t he conpari sons between Mokena

in

you

fire protection
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state that Mokena and New Lenox since at |east
bet ween 2005 and 2009 have increased their rates as
wel | ?

A Yes.

Q And some of those rates have been,
bel i eve you say, double digit increases?

A According to M. Fundich's cal cul ation,
that is correct.

Q Can you tell me what the -- according to
M . Fundich's testinony which you have reviewed and
comment ed upon, at 8,000 gallons, the cost for water
and sewer for Mokena is $74.31, is that correct?

A For Mokena.

Q For Mokena.

A Yes.

Q And under existing rates that sanme usage
for Homer Glen for a custonmer would be $136.48, is
t hat correct?

A According to M. Fundich's table, yes.

Q And using M. -- assum ng for a noment that
M . Fundich's table is correct at |east for purposes

of the question, what would be the percentage of
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increase that Mokena's rates would have to be to be
the sane as Homer Gl en's existing rates?

A Approxi mately 83 percent.

Q And could you also tell me what the
increase in Mokena's rate percentage-wi se would have
to be, assumng for a moment that M. Fundich's
testimony at line 219 for that sanme customer, if the
rates were approved, the charge would be $193.47 for
t hat customer?

A It would be an approxi mate 260 percent
increase. That assumes that the Conmpany is granted
its full increase. And it also assunes that Mokena

woul d have no increases through the test year.

Q That's correct. In essence, what you are
taking -- | don't mean to oversimplify things but
that's the way | am -- you are taking the percentage

increase of $74.31 versus $193.47 to come up with
t hat cal cul ation?

A Yes.

Q And we could do the sanme for New Lenox
which is at $77.08 going up to $193.47. Not wanti ng

to bel abor the record, but it would be, would you
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agree, that would be in excess of 200 percent easily?

A Yes.

Q And that's well beyond the double digit
i ncrease that you reference in your testinony, is
t hat correct?

A Whi ch double digit increase are you
referring to?

Q Page 9 of your surrebuttal testinony, that
t he update provided by Ms. Niem ec represents rate
increases of 12.47 and 16.48 for New Lenox -- for
Mokena and New Lenox in just the last nine nmonths?

A That's just for Mokena and New Lenox in the
| ast nine nonths. And you asked ne what the increase
woul d be between Mokena's current rates to the
difference between Illinois-American's rates during
the forecasted test period if they were granted a
hundred percent of the increase. So you did not ask
me what the current percent of Homer Gl en's
Il linois-American's water increase is to the amount
in the forecast. So you are not conparing apples to
apples. You are |looking at the increase for Mokena

and New Lenox versus the difference between,
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percentage difference in rates, between
Il1inois-American and Mokena for test period versus
the current rates. So |I think there is a disconnect
t here.

Q Okay. Well, let's assume for a moment that
we take the Mokena rate and we increase it by 12.47
percent and conpare it to the proposed increase of
$193.47 for Illinois-American. We are still going to
see triple digit increase in percentage, is that
correct?

A Coul d you repeat the question?

Q Sure. Assum ng for a moment that you fee
uncont ortabl e because there is a potential 12.47
percent increase for Mokena.

A That was the |ast increase, yes.

Q Yes. And would you agree with nme that
that's reflected in the $74.317

A Yes.

Q It is, okay. So the percentages that we
are tal king about include this increase as reflected
on page 9 of your surrebuttal ?

A Assum ng that M. Fundich included the
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rates that he shows for Mokena of 74.31 reflects the
most recent increase that they had, | believe it was,
in October, so whenever the numbers were updat ed.

MR. BALOUGH: Okay. | have no other questions.
Thank you.

JUDGE TAPI A: Thank you, M. Bal ough.

Ms. Satter?
MS. SATTER: Thank you.
CROSS EXAM NATI ON

BY MS. SATTER

Q Hell o, M. Uffel man. My nanme is Susan
Satter. | represent the People of the State of
[11inois. | am going to ask you if you could either
speak nore closely to the mc or speak up. | was

having a little bit of difficulty hearing you.

A Sure.

Q Okay, thank you. Turning first to your
direct testinmny where you descri be the service
company study that you do?

A Yes.

Q You say that this study is a market

conpari son for services that | AW can effectively
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out source to either an affiliate or a non-affiliate
provider. So nmy question is, do you agree with

Ms. Teasley that services related to corporate
governance, customer service centers and enpl oyee
benefits call center cannot easily be provided by a
non-affiliate?

A That is a determ nation that
Il'1inois-American has made, and in this case | agree
with their decision.

Q So those itens are not included in the
mar ket rate analysis that you did?

A Ri ght, the corporate governance, the cal
centers and the OPEB.

Q The enmpl oyee benefits cost?

A Yes, customer call center and enpl oyee
benefits call center and corporate governance, right,
is covered in the self-provision study.

Q Now, you and Mark Young, as representatives
of Deloitte and Touche were retained by the Conpany
to conduct this study, is that right?

A That is correct.

Q And can you tell nme when you were retained?
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A | think the engagenment |etter was signed in
January. We went through a proposal process, and |
am not going to remember the specific dates off hand.

Q Woul d that be January 20097

A Yes. | am sorry.

Q And you were retained at the same time that
Del oitte and Touche was retained, is that right?

A | am sorry, can you --

Q Were you retained at the same tinme that
Del oitte and Touche was retained?

A Yes. The Conpany retained Deloitte and
Touche, and Deloitte and Touche retained ne, yes.

Q And were you retained by Illinois-American
Conpany or by the service conmpany itself?

A | believe it was through Jones Day as wel
as Illinois-American Water Conpany.

Q And you were retained to prepare this study
as part of this rate case filing that was planned for
2009, is that correct?

A That is correct.

Q Now, you understand that American Water is

the | argest investor-owned United States water and
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waste water utility, is that right?

A That
Q And

ot her services

states in the United States; does that sound right

you?

A Yes.

Q And Anmerican Water

s correct.

it provides water, waste water and

to about 15 mllion people in 32

Il 1inois-American Water Conmpany, right?

A Yes.

Conpany is the parent

Q And Anmerican Water Conmpany is also the

parent of American Water

that right?

A Yes.

Wor ks Service Conpany,

Q And what your study | ooked at were the

charges of American Water

its affiliate
A That'
Q Now,

Ameri can \Water

company.

Wor ks Service Conpany to

Il 1inois-American Water Conmpany?
S correct.
you say that -- 1 am going cal

Wor ks Service Conmpany j ust

A Ckay.

service

is

to

of

364



10

11

12

13

14

15

16

17

18

19

20

21

22

Q So the service conmpany provides governance
and support services to American Water Conpany
affiliates, right?

A Yes.

Q And woul d you consi der managerial and
prof essi onal support services the same as governance
and support services?

A Not necessarily.

Q They are not the same?

A Governance, when | think of governance,
think of a very high level of responsibility within
t he organi zation and sonetines referred to
management, professional duties as maybe not at a
| evel of corporate governance.

Q Can you give me an exanple of the function
that would fall within governance?

A Sur e. Be the president setting the
policies for the corporation based on guidance from
t he board of directors.

Q So when you say president, that would be
the American Water Works president -- the Conpany,

American Water Conmpany president?
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A Yes.

Q What about relations between the parent
company and the operating conpany? Wuld that be
consi dered governance?

A Yes.

Q Now, you agree that American Water
Conpany's business nodel is to have a single service
company provide conprehensive services to its
affiliates?

A Yes. Now, within the service conmpany, just
so we are clear, there are other |ocations, business
units and functions that are provided up through
Ameri can Water Works Service Conpany's service
compani es.

Q | am sorry?

A There are other |ocations and business
units that provide services, say, to the affiliates
like Illinois-American Water Conmpany that are within
American Water Service Company as set out in this
study, our study, as well as described by the other
wi t nesses, the other Illinois-American Water

wi t nesses, Water Conpany witnesses.
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Q So you are saying that the service conmpany
itself then is subdivided into smaller units or
smal | er conpani es?

A Well, different |ocations and different
busi ness units, but it is all the American Water
Wor ks Service Conmpany service conpani es.

Q And that service conmpany, no matter which
piece of it, provides services to the various
affiliates of American Water Conpany, both regul ated

and non-regul ated?

A Yes.

Q Now, in the study you say that service
conpani es are comon in the utility industry and
provi des support services to affiliates in a

centralized manner resulting in cost efficiencies to
affiliates by elimnating the need for affiliates to
perform support functions on a stand-al one basis.
That's on page 3 of your study. So you believe that
the service conmpany structure is an efficient form of
organi zation, is that right?

A | do.

Q Now, in your study you gathered information
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fromthe service conmpany to project the |evel of
service costs for Illinois-American's test year, is
that right?

A Sorry, could you repeat that?

Q Did you gather information from the service
conpany to determne Illinois-Anmerican's projected
| evel of service costs for the 2010 test year?

A Yes. We obtained information that we
requested fromthe service conpany for our study.

Q And did the service conpany provide you
with the total cost to Illinois-American for the test
year ?

A We did.

Q And did the service --

A For those costs that were included in our
study, not in the self-provision study.

Q So were there -- so you made a distinction
within the costs. You didn't look at the full $22
mllion that is in the test year for service conmpany
costs, is that right?

A That's correct.

Q Do you know what anount you did | ook at?
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A | have the total company amount which is on
Exhibit 5, but | do not have the work papers that
show the amount that was included in the study,
wi t hout doing some cal cul ati ons.

Q So you don't have that anount, okay.

You said that you received the service
company cost to Illinois-Anmerican for the test year
from the service conpany itself and then you made --
and then you removed the items, the costs, associated
with services that were not subject to the study, is
that right?

A No, those costs were renoved.

Q And did you get any information from
I11inois-American Water Conmpany?

A Yes, | did.

Q What information did you get from
Il 1inois-American?

A There was a reconciliation of what was
removed, which | cannot find right now.

Q There was a reconciliation of?

A The costs that were --

Q Do you know how many people worked on this
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study with you? | know M. Mark Young did.

A Mar k Young. And there was anot her
director, another full time staff consultant and two
or three other individuals that worked on it.

Q So in all about five people?

A Yes.
Q Five or six people.
Do you know whet her specific services
are charged to the Conpany, to Illinois-American, at

different rates? |In other words, are |egal services
charged at a different rate from engi neering
services, at a different rate from I T services?

A In the study or --

Q No, in actuality.

A In actuality, if there is a service
provided for an individual conpany, say
I11inois-American Water Conmpany, then that charge is
directly charged to Illinois-American Water. And if,
whet her it be for accounting services or |egal
services, if there is an allocation of costs, if it's
performed for nore than one, as discussed in

M. Grubb's testinony, then it goes through the
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al l ocation process that's been approved by the
Comm ssion to get to the non-regulated affiliates and
the regul ated affiliates.

Q Okay. So if it is a direct cost --

A So it would be the sanme cost you get to,
t hough.

Q | am going to ask you to speak up a little
bit. | am still having difficulty hearing.

Now, in your study you have basically
two categories of costs, right? You have
conpensation and overhead, is that right?

A That's correct. But there are various
| evel s of overhead which roll up into what the
company calls levels one through five. So, yes,
basically it is |labor, |abor-related overheads, other
office related overhead and then some other
over heads, yes.

Q The ot her overheads are also office
rel ated, though, or equipment rel ated?

A Coul d be equi pnent related, could be
training, travel, whatever.

Q Oh, could include travel and that sort of
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t hi ng?

A Ri ght . | have to get the list of their
over heads to answer you specifically. If you want to
know, | can get that docunment.

Q Well, | am just trying to understand how

the service conmpany charges are determ ned and what
you | ooked at.

A Right. Well, the costs are fully | oaded.
They started out with each individual and then | oaded
the specific | abor overheads, the other office
over heads, space, whatever it may be and the other
over heads.

Q So you start with an individual, what their
salary is, and then you add and then you break that
down per hour somehow and then you take that hourly
and add the | oading?

A Yes, based on head count. You allocate
t hose costs.

Q Now, you used the total nunber of hours
that the service conmpany was supposed to devote to
Il1inois-American in the test year, right? You

determ ned what the total hours would be?
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A Yes, the conpany provided that on
schedul es, on certain schedul es.

Q The conpany being the service conmpany?

A Yes.

Q And then you say you obtained a unitized
cost per hour which in your study you call the
service conmpany rate. My question is, was the
service conpany rate the total test year cost,
subject to your study, divided by the total nunber of
hours attributed to the services that the costs were
supposed to cover?

A For the hours and the costs that were given
for the study, yes. For each individual the conpany
went through a process to include the direct salary
costs as well as applicable overheads and they al so
wrote in for the admnistrative staff and executive
assistants, their time, into that individual because
to get a fully-1loaded service conmpany nunber.
Because we did not | ook at those specific type of
costs, because in our market analysis those type of
costs are typically included in the billing rates of

t he professionals providing services. So the conpany
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-- we asked the conmpany to roll those into the
i ndi vi dual costs, the hourly rate.

Q When the service conpany determ nes the
charges to Illinois-American, do they charge for
adm ni strative and executive assistants separately,
do you know?

A | don't know if that's charged directly or
not . But for our purposes for the conparison, it was
rolled into each professional manager and
prof essi onal position.

Q Did you have a separate service conpany
charge for the separate functions that you | ooked at,
accounting, engineering, legal, etc., or did you have
like a single charge and a single number of hours?

A | am not sure | understand your question.
Can you maybe rephrase that?

Q Okay. Were different service conpany --
et me put it this way.

Did you determ ne the number of hours
attributable to each type of function, you know,
accounting, engineering?

A Yes.
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Q So you had -- for each of these categories
you had a number of hours?

A Yes. Each category, accounting services,
engi neering, information technol ogy, |egal and
management consulting as shown in the schedul es canme
up with a cost per classification for each one of
t hose categories.

Q And then you took the costs per
classification and divided it by the number of hours
that were attributable to that classification to come
up with a rate?

A Well, the service conpany rate came from
the service company based on the hours and the fully
| oaded costs that came over. That was divided by the
hours. That's how that calculation is made.

Q So the number of hours was a constant in
your anal ysis?

A The nunber of hours were provided by the
company in total, like for accounting and then for
each classification that we asked them to assign the
hours to the costs, yes.

Q And when you | ooked at how much it would
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cost a non-affiliated provider to performthe same
functions, you assumed the same nunber of hours woul d

be necessary to provide the same functions, is that

right?

A Yes.

Q In your -- oh, let me ask one other
guesti on. | am sorry.

Anot her thing that you did in the
study was you made this distribution anmong
professional |levels to determ ne how many hours woul d
be charged at different |levels, a partner |evel, an

associ ate level, you know, clerk level, that sort of

t hi ng?
A Yes.
Q Did you use a formula to make that

di stribution?

A No.

Q How did you make that distribution?

A That distribution was devel oped by Deloitte
and by the service conpany and Illinois-American
Wat er Conpany. We provided the service conpany with

the informati on regarding the classifications of
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service, accounting, engineering, etc., and also for
t hose service categories, accounting, engineering, we
provided the service classification, |ike partner,
director, for accountants, managers, because those
were in the surveys that we used. So we provided
that information to Illinois-Anmerican Water Conpany
with a description of those job classifications, if
you will .

And then they, working with us, went
and matched their enployees to the job descriptions,
job classifications, that we provided.

Q Now, you said Illinois-American did that?

A Ri ght .

Q You mean - -

A The service conmpany, yes.

Q And then you used that same distribution in
your analysis of the non-affiliated providers?

A It was the service conpany that did the
wor K. However, within the service conmpany there were
at different |ocations the mapping, where the mapping
t ook place, it was reviewed by the functional | eaders

within that group, whether it be accounting or
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engi neering. So to make sure there was a proper
mat chi ng based on the |evel of experience and
education as provided to the service conpany, what we
provi ded.

Q And so you said you used the sanme
di stribution that the service conmpany established for
your non-affiliated providers, is that right?

| thought you said yes, but then you

kind of went on to something else, so | am just
trying to be clear.

A | am sorry. Can you clarify that?

Q Sur e. You did a distribution of costs; for
each service you distributed it among different
| evel s within that service category?

A Working with the service conpany.

Q Okay. So you made that distribution. Then
did you take that same distribution and apply it to
your analysis of the non-affiliated providers of
what ever that particular service was?

A Yes. We used the hours for that
di stribution, applied that to the hourly rates that

were in the surveys that we used in our market
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anal ysi s, yes.

Q Okay. Thank you. | think | understand.

Now, turning briefly to your

suppl emental testimony, you recognize that the
service conmpany charge was increased by about
$500, 000, right?

A Yes.

Q And you attribute that to a 2.81 increase
in the hourly charge; that's right, isn't it?

A Yes, that was M. Kerckhove or M. Grubb
did that calculation. So, yes, that $544, 000
increase was attributed to approximtely a 2.81
percent increase in the hourly rates.

Q So then are we to assume that the enpl oyees
of the service conmpany received a 2.81 percent

i ncrease in conpensation?

A No. | don't know what caused that
i ncrease. It could have been different activities,
additional activities. It could be, you know, other
t hi ngs other than -- you can't assune it is salaries.

Q So you don't really know what caused - -

what the underlying increased cost was, do you?
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A Well, | believe it is mentioned in
M . Kerckhove's testinmony. | can read that to you,

if you would IiKke.

Q | am just asking what you know.
M . Kerckhove will be up |ater.

A | am sorry?

Q | am just asking if you know.

A Yes, | have read his testinmony.

Q So whatever he said is the extent of your
know edge?

A Right. W did not go and | ook at the
speci fics of what caused that $544, 000 increase. | t
was an update to the test year which is typically
done.

Q Do you know about how many hours it took to

do this report?

A It was -- | don't have that number off
hand, no.
Q Now, | wanted to ask you a few questions

about your rebuttal testinony which goes to a
compl etely different subject. I n your testinony at

various points you talk about reasonable rates?
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A Yes.

Q And so my question to you is, when you use
the term reasonable, are you referring to reasonable
as a cost plus -- or, excuse ne, as a rate based on
cost of service?

A Yes.

Q So in order to determne if something is
reasonabl e or unreasonabl e, the question is whether
t he underlying costs are reasonable or unreasonabl e?

A Yes, based on the cost of service study
whet her the underlying costs and investments are
reasonabl e, yes.

Q So then you would agree if the Comm ssion
finds a particular operating cost unreasonable, then
a rate based on that would be unreasonable as well ?

A Well, if the Comm ssion sets a rate, then
all the costs that are included in that rate are
deemed reasonabl e.

Q And it is the Comm ssion's responsibility
to review the costs and renmove costs that it finds
are unreasonable, is that correct?

A Reasonabl e and necessary, yes.
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Q So from your point of view, by definition,
once the Conmm ssion approves a rate, it is
reasonabl e?

A Yes, that's a typical standard.

Q Ckay. Now, in your testinmony you talk

about the difference between municipal utilities and
investor-owned utilities?
A Yes.

Q And in tal king about investor-owned
utilities you say that investor-owned utilities'
current customers pay applicable depreciation costs,
is that correct?

A | am sorry?

Q For investor-owned utilities, current
customers pay the applicable depreciation costs?

A Yes, depreciation expense is included as a
cost of service conponent.

Q Can you tell me what the purpose of the
depreci ati on expense is?

A The purpose of the depreciation expense is
to recover the original cost of the investment in

pl ant and other facilities.
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Q Does it enable -- does it provide capital
to the conpany to maintain and maybe repl ace the
plant as it ages?

A Yes.

Q And so would you agree that although
depreci ati on expense m ght add to the cost of service
in the short run, in the long run it could create a
more stable rate?

A Everyt hi ng being equal and no additi onal
i nvestments using straight |ine depreciation, that
factor would be the same. That factor, depreciation
expense, would be the same unless it was changed
t hrough a depreciation study and factored into new
rates.

Q So that would create a stability in the
rates?

A To the extent that the conpany can recover
its costs in rates, yes.

Q And by receiving the revenue to maintain
and replace plant, the conpany has snmoot hed out the
costs to replace plant. In other words, it is

receiving that money over time instead of having to
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fund it all at one point in time, is that right?

A Well, it's how the conmpany is -- how the
original plant is, the conmpany receives the recovery
of those original costs. That's what depreciation
is. It is systematic and rational expensing over a
period of time. And when the Comm ssion sets a rate,
yes, it is a straight |line depreciation. It can be
used for other things, but it is really the recovery
of the initial investnment.

Q And are you suggesting that municipa
utilities do not recover the costs of their
investment in their rates?

A No, | didn't say that. | am not suggesti ng
t hat they do not recover. \What | am suggesting is
that nmunicipalities often defer capital recovery,
one, because they are on a cash basis and typically
do not set rates that would recover depreciation
expense in rates. They do have what's called a debt
service requirement which may be | ooked at in the way
of recovery of their investnment. However, they
oftentimes may refinance that, that debt, so that

they are not currently matching the cost, the
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depreciation, if you will, on investnment that's used
to provide service. So there is many times

muni ci palities defer that costs, where investor-owned
utilities such as Illinois-American Water Conpany
recover that cost currently in rates.

Q So if Illinois-American is recovering it
currently in rates, then would you expect |ess
volatility in their rates because they don't have to
suddenly replace a plant that they have not already
recovered the revenues for or recovered their costs
for?

A Well, they may have -- you say suddenly
replace, there may be a factor where the plant is
damaged or equi pnment is damaged that they have not
recovered through depreciation of cost yet. O they
may have added new plant which adds to the
depreci ati on expense on a going forward basis.

Q Whenever you add new plant, you have

addi ti onal expense, isn't that correct?

A Yes.
Q Now, you al so discuss pension and OPEB
costs?
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A Yes.

Q As conparing a cash system versus an
accrual system, right?

A Yes.

Q Now, whet her you pay on a cash or an
accrual basis, whether you account for these costs on
a cash or accrual basis, ultimately the operation has
to pay those costs, is that right?

A Yes. It is a matter of tim ng when those
costs are recovered in rates.

Q Do you think that accrual accounting,
again, smooths volatility of rates conpared to cash

accounting?

A Yes, | do.
Q Now, in your testimny you say that
muni ci pal utilities may use shared resources with the

muni ci pality, is that right?

A Yes.

Q And you comrent that sone of the
muni ci palities who submtted testimony in this case
did not have a cost of service study, a current cost

of service study, is that right?
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A They did not have a current cost of service
study and they did not have a current cost allocation
st udy.

Q And they would only need those studies for
internal purposes, isn't that right, because they are
not subject to an external regulatory body?

A They woul d need that, yes, for internal
purposes, to set rates or to manage their operations.

Q But without reviewi ng a cost of service
study, you really don't know whet her a muni ci pal
utility understates or correctly states its use of
shared services, isn't that correct?

A W thout a cost allocation study, you really
don't know if the municipal utility is receiving
subsidies fromthe other governmental operations
because you cannot tell if they are receiving fully
all ocated costs. There may be some sharing of
resources, both managerial and facilities, that are
not allocated to the nmunicipality.

And al so wi thout a cost of service
study, as you say, you do not know whet her the

muni ci pal utility has an operating income or
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operating |oss or whether the net income is positive
or negative, so another reason you cannot conpare
rates for municipality utility to an investor-owned.

Q When you say you can't conpare rates, you
mean you can't conpare them for purposes of -- for
certain purposes. | mean, anybody can sit down and
| ook at one rate next to the other, right?

A Yes.

Q And, in fact, when you go into a store to
buy somet hing, you conpare the rate -- you conpare
the price on the shelves, don't you?

A Yes, but you cannot tell whether or not the
seller is making a profit or not or operating at a
| oss or a profit, so.

Q Al'l you know when you go to purchase a
product is the ultimte price to the consumer, isn't
that right?

A Yes.

Q And it's up to the seller to manage the
seller's cost to enable it to provide that service,
isn't that right? | am not tal king about water

utilities. | am speaking in general in our econony.
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A It's up to themto, since they are
unregul ated, to determ ne the pricing of a product,
yes.

Q And the way that they are priced is limted
is through conmpetition, right?

A Conpetition is supply and demand.

Q So if there are two products on the shelf
and one of the products is $5, the other product is
$10, but all else is equal, then in theory a rational
consumer would take the | esser priced product, isn't
t hat econom c theory?

A Yes.

Q And that would put pressure on the $10
supplier to reduce his price, is that right, in order

to obtain customers; is that right?

A It depends on the quantity that he has
avail abl e. If he only has a certain amount avail able
to sell, maybe he won't come off his $10 -- he won't

come off the $10 price. Because once he sells it,
then they are gone.
Q So then he is happy?

A Ri ght .
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Q Because he has no nmore costs and no nore
product ?

A Ri ght . So there is many things you have to
| ook at.

Q But ordinarily a supplier would try to
reduce his costs so that his price would be nmore in
line with the conpetitive price, wouldn't you agree?

A That's correct. But in a conpetitive world
you can also earn nore than the regulated return if
there is a demand for a product and certain supply
[imtations. You can earn nmuch more as well. | t
wor ks the other way as well.

Q And that's because of the risk that the
consumer can go el sewhere and | eave that $10 product
sitting on the shelf indefinitely, is that right?

A They don't have to buy the product, right.

Q Now, in a nonopoly situation, you would
agree with nme, that the $10 product will not stay on
the shelf even if sonebody else can produce it for $5
because the consumer has no choice, right?

A | am assum ng that there are different --

t hat these products are both based on cost of
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service, and that's why you have utilities operated
as a monopoly, so you do not have duplication of
facilities, etc., that those prices are based on cost
to provide the service. So if you are asking ne can
someone decide not to take the $5, | mean, the $10
service, yes, they have options on which they can
move or they can conserve whatever the product is.

Q And nmonopoly services are protected from
conpetition on the theory that it is |ess expensive
to provide certain network services like utilities to
the greatest number of people based on the
infrastructure, isn't that right?

A That's correct.

Q And that's where the regulatory comm ssion
comes in, to review those, the costs, for the
monopoly to make sure that they are reasonable for
the service that's being provided?

A That's correct.

Q And in the conmpetitive market that function
is provided by conpetitors?

A Yes.

Q And competitors | ook -- consumers | ook at
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the end price to determ ne whether the costs to
control -- let me try to put this in a nore brief
way.

In a conpetitive market the price of a
product reflects whether the costs that go into
maki ng the product are reasonable or not or are
acceptable to the consumer or not?

A | think that is the case. However, someone
may buy a product at above the cost to produce.

Q | am sorry, someone may - -

A Someone may purchase a product at a price
that is higher than the cost to produce that product
or services.

Q Sure. And that's where the conpetitive

mar ket -- sone people m ght |ike a designer coat and
sonebody else mght |ike a Wal Mart coat?
A Yes.

Q And peopl e make those choices, but that's
not what we are tal king about here. W are not
tal ki ng about those types of price differences, are
we ?

A | thought you were tal king about -- are you
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tal ki ng about monopoly utility services?

Q
product

A

| am just talking about all else equal, a

that's the same except for the price.

Well, assum ng availability, quality and

everything else being equal, | would say yes.

Q

Now, you conmmented earlier about shared

resource subsidization and that there m ght be a 20

per cent

A

Q

study in

07-0507,

under allocation for shared resources?

Yes.

Now, do you remember that when you did your

I1linois-American's | ast rate case in

you did a calculation for the city or

Village of Wodridge, and you determ ned that adding

20 percent

to the shared services would have

increased the rate per thousand gall ons by seven

cents.

o >» O > O >

That's on page 4 of that study.

| am sorry, page?

Four .

o ?

The Exhibit 10.20 in the |ast case.
10. 207

Yes.
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A Oh, | see it, yes. Thank you.

Q So that was the order of magnitude of the
effect of adding 20 percent to the shared services
cost ?

A For Wbodridge, yes.

Q For Woodridge, all right.

M . Bal ough asked you about devel oper
contributed plant, and | just wanted to ask you
whet her you are aware that Il1linois-American also has
contributed plant?

A Yes. The Illinois Commerce Comm ssion
dictates those type of rules. And it is ny
under standi ng that they do have contribution in
pl ants but not to the same extent as the municipals
do.

Q And if the Comm ssion or other policymkers
t hought that that would be an inmportant way to cut
costs, the policy of requiring contributed plant is
sonmet hing that could be nodified, isn't that right?

A It may be modified. There is certain tax
implications and I am sure quality of service and

things like that, but | guess it could be nmodified,
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yes.

Q | mean, the utility doesn't earn a return
on contributed plant, isn't that right?

A That is correct.

Q Okay. So to the extent that there is
contributed plant, the utility would have a | ower

rate base on which to earn a return?

A Yes.

Q And that could translate into a | ower cost
for service?

A Yes.

Q I n your testinony you also refer to the
DuPage Water Comm ssion and the fact that they have a

sales tax increnment?

A Yes.
Q If that helps. And you understand, of
course, that Illinois-American provides service in

DuPage County and provides water from the DuPage
Wat er Conm ssion?

A Yes, that's mentioned in the study.
However, I1llinois-American does not take the same

amount of water as sonme nunicipalities do and they
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al so do not have the same rate because the other
muni ci palities are charter menbers. So there is a
little difference there as well.

Q So there is sonme municipalities that are
charter menbers and some that aren't?

A That is correct.

Q Il1inois-American is in the category of the
compani es that are not?

A That's right.

Q Okay. And the DuPage Water Comm ssion
water is provided to Illinois-American customers
under the purchased water charge, is that correct?

A Yes.

Q So those custoners do receive the benefit
of whatever subsidy there m ght exist for the DuPage

Wat er Conmm ssi on?

A II1inois-American's custonmers woul d benefit
from those tax subsidies as well, yes.
Q Now, woul d you agree with me that the

consumers whose testinony you comment on and
muni ci palities whose testi mony you comment on, when

t hey discuss whether rates are reasonable or
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unreasonabl e, they are not using the term reasonabl
as a termof art, would you agree with that, as a
Public Utilities Act term of art?

MR. FLYNN: | am going to object. | am goi ng
to object on the grounds that, to the extent |
foll owed the question, Ms. Satter was asking the
witness to specul ate on what someone el se was
t hi nki ng. | would al so ask, since we are now about
an hour and a half or so into M. Uffelmn's cross
exam nati on, whether we m ght be com ng up on an
appropriate point for a break.

MS. SATTER: | amreally close to finishing.
It is up to you. | could take a break or not, but
am just saying --

JUDGE TAPI A: | don't want to limt you. I n
regards to your objection speculation, |I would
sustain that.

And as far as a break goes, we can
break now for ten m nutes and then you can conti nue
and then, M. Alperin, you can go ahead and do your
Cross.

MR. ALPERI N: | have very limted cross.

e
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MS. SATTER: That sounds good.

JUDGE TAPI A: Let's take a ten-m nute break.
(Whereupon the hearing was in a
short recess.)

JUDGE TAPIA: We will go back on the record.

Ms. Satter, you may continue.

BY MS. SATTER

Q Hell o, M. Uffel man. | understand that our
mcs are fixed now, they weren't before.

A s that better? Yes.

Q Thank you. | just wanted to ask you, would
you agree with ne that the comon definition of the
word "reasonable" is not excessive or extreme,
moderate, fair?

A Yes.

Q Appropriate, ordinary, are those al

synonyms for reasonabl e?

A Yes.

Q Using the common definition.

A Yes.

Q Now, you testified that when a devel oper
contributes plant to a nunicipal utility, you would
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expect the price of the home to be higher, is that
right?

A Yes.

Q And so effectively in your view the owner
of the home pays for that plant through the purchase
price?

A Yes.

Q And you would agree with me that the
housing market is quite conpetitive?

A | would say it depends.

Q Let's take the Chicagol and area. Wbuld you
agree that there are many -- that honme buyers have
many choi ces?

A Yes.

Q And the prices that the seller can obtain
are affected by the choices that home buyers have in
a particular market?

A Yes. Sale price is affected by many
vari abl es.

Q And the extent of contributed plant is one
of the variables that the seller has to consider, is
that right, in setting his price?
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A Yes.

Q And ot her variables that the seller would
consi der would be the seller's financing, for
exanple, the seller's building expenses, whatever
taxes the seller has to pay; wouldn't you agree these
are all costs that go into the seller's assessnent of
a reasonabl e asking price?

A | don't understand how the seller's taxes
t hey have to pay -- maybe | am m ssing the point. I
think the buyer would | ook at the taxes that they
woul d have to pay.

Q | don't mean taxes on the transacti on.
just mean operational expenses.

A The seller would have to consider that, was
your question?

Q Yeah, the seller considers all of its
operations and expenses in setting a sales price, an
asking price?

A Yes.

Q And the extent to which the devel oper can
recover the costs of contributed plant for water or

sewer does depend on many factors such as the

400



10

11

12

13

14

15

16

17

18

19

20

21

22

avail ability of other honmes of equivalent stock in
the area, other prices, financing that's avail abl e,
all of these things go into the extent to which the

devel oper can recover that cost in particular?

A Yes, | think there is many vari abl es.
Q It is not a straight pass through?
A It could be a pass through. It could be

even mar kup, depending on the demand for the home.

Q But if consumers have a choice, they can go
el sewhere and not accept that markup or the price can
be reduced, isn't that right?

A That is correct.

Q Now, you have done a lot of work in the
public utility field over your career, and would you
agree that it is important that the public accept the
rates of a public utility that is fair and
reasonabl e?

A That the public accept the rates of a

public utility as fair and reasonabl e?
Yeah.
A Yes.

Q And have you | ooked at the public coments
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filed on the I1CC' s website in connection with this
case?

A No, | have not.

Q Did you cone to any of the public nmeetings
that were held in the service territory of
I11inois-American Water Conmpany in connection with
this case?

A No.

Q Have you reviewed any studi es about water
| evel affordability, water price affordability?

A Ot her than what was in the municipa
wi tnesses' testinony and sone of their exhibits

associ ated with their testinmny, no.

Q Ckay, thank you. | have nothing -- oh, |
have one other matter that | wanted to see if you
coul d do.

| asked you earlier how much of the
service conmpany cost was subject to your study
because you said it was not the full 22 mllion. And
| don't believe you were able to find that. Wuld it
be possible to obtain that for the record at sonme
poi nt ?
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MR. FLYNN: Yes, we can provide that for the
record, if you would like, as a late-filed exhibit or
ot her .

MS. SATTER: That will be fine. You will file
that as a late-filed exhibit?

MR. FLYNN: Yes.

MS. SATTER: Thank you very much.

MR. UFFELMAN: You are wel come.

JUDGE TAPI A: M. Al perin?

MR. ALPERI N: Thank you.

CROSS EXAM NATI ON
BY MR. ALPERI N:

Q M. Uffelman, ny name is Jeff Al perin.
represent the Village of Bolingbrook in this matter,
and | just have a couple of questions for you here
t hi s norning.

How much were you paid for the service
conmpany cost study?

A Del oitte and Touche was engaged in
performng this service conpany cost study and they
did the billings so for all the resources that were

used.
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Q How much did your conpany receive for the
service conmpany study?

A | do not have the ampunt that | was
rei moursed for preparing this study with ne.

Q Do you have an estimate of how much that

A No, | do not.

Q You have no idea how nuch you were paid?

A Up to the preparation of the study, | would
be guessing without |ooking at the invoices.

Q Well, | don't want you to guess, but | just
find it hard to believe that you can't give me an
estimate, at | east.

A Substantially I think it was 125, 150, 000
maybe.

Q And how much will you receive for your

testinony? Does that nunber include your testimny?

A No .
Q And - -
A It does not include the preparation of ny

direct testinmny, the rebuttal and surrebuttal

testinony.
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Q So including all of that as well as your
testimony here today, how much will you receive for
your testimony?

A | would say anot her maybe 50, 000, 60, 000,
somet hing |ike that.

Q And then counsel had asked you previously
about the number of hours it took for you to conplete
your report and you didn't have that exact nunber
with you, and | understand that. But can you give ne
an estimate of the nunber of hours that you spent on
the service conmpany cost study?

A | would say approximtely 500 hours or so.
Maybe a little nore.

MR. ALPERIN: Thank you. That's all the
guestions | had.

JUDGE TAPI A: Thank you, M. Al perin. M .
Flynn, do you have any redirect?

MR. FLYNN: No, we do not.

(W tness excused.)

JUDGE TAPI A: The Conpany will call their next

wi t ness?

MR. FLYNN: Yes, that's going to be
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M . Kerckhove. We will designate the exhibit we wil
file as 10. OOLF.

JUDGE TAPI A: LF?

MR. FLYNN: LF, late-filed.

JUDGE TAPI A: M . Kerckhove, would you raise
your right hand?

(Whereupon the witness was duly
sworn by Judge Tapia.)

JUDGE TAPI A: \Whenever you are ready,
M . Sturtevant.

MR. STURTEVANT: Thank you, Your Honor.

RI CH KERCKHOVE
called as a witness on behalf of Illinois-American
Wat er Conpany, having been first duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. STURTEVANT:

Q Good norning, M. Kerckhove.

A Good nor ni ng.

Q Can you state your name and business
address for the record, please?

A My name is Rich Kerckhove. My busi ness
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address is 727 Craig Road, St. Louis, Mssouri 63141.

Q And by whom are you enpl oyed?

A | am enpl oyed by American Water Works
Service Conpany, Inc.

Q And what is your position with American
Wat er Wor ks Service Conpany, Inc.?

A | am Manager of Rates and Regul ati on.

Q M . Kerckhove, | have what has been marked
as |AWC 6.00, the direct testimony of Rich Kerckhove,
did you prepare or direct the preparation of this
testi nony?

A Yes, | did.

Q If I were to ask you today the questions
contained in this testimny, would your answers be
the sanme?

A Yes.

Q And is the information contained in this
testinony true and correct to the best of your
knowl edge and belief?

A The version that | have, on page 1, line 9
shows nme as a senior financial analyst instead of a

manager of rates and regulation. So that should be
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corrected.

Q And with that correction is this testinmony
true and correct to the best of your know edge?

A Yes.

Q And, | am sorry, can you just refer us one
more time to where that correction is?

A Li ne 9.

Q Of page 17

A Yes.
MR. STURTEVANT: Your Honor, | guess we would
propose to file a corrected version on e-Docket, if

that's accept abl e.

JUDGE TAPI A: Yes, that's fine.

BY MR. STURTEVANT:

Q Al right. M . Kerckhove, | now have what
has been marked as | AWC 6. 00SUPP, Suppl enmental Direct
Testinony of Rich Kerckhove, and acconmpanyi ng
exhibits 6. 01SUPP (Revised), 6.02SUPP (Revised),
6. 03SUPP (Revised) and 6. 04SUPP. Did you prepare or
direct the preparation of these testinmny and
exhi bits?

A Yes.
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Q If I were to ask you the questions in the
testimony today, would your answers be the sane?

A Yes.

Q Is the information contained in the
testinony and exhibits true and correct to the best
of your knowl edge?

A Yes, it iIs.

Q | al so have what has been marked as | AWC
6. OOSUPP 2nd, the Second Supplemental Direct
Testimony of Rich Kerckhove. Did you prepare or
cause to be prepared this testinony?

A Yes.

Q And if | asked the questions contained in

this testimny today, would your answers be the same?

A Yes, they woul d.

Q And is the information contained in your

second supplemental direct testimony true and correct

to the best of your know edge and belief?

A Yes, it is.

Q Next | have what has been marked as | AWC
Exhi bit 6.00R1 with acconmpanying exhibits 6.01R1

(Revised), 6.02R1 (Revised), 6.03Rl1 (Revised),
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6. 04R1, 6.05R1, 6.06R1, 6.07R1, 6.08R1l, 6.09R1,

6. 10R1, 6.11R1, 6.12R1, 6.13R1l, 6.14R1, 6. 15R1,

6. 16R1 and 6. 17RL1. Did you prepare or direct the
preparation of this rebuttal testinony and exhibits?

A Yes, but | also believe that 6.07R1 has
been replaced with 6.07R1 (1st Revised).

Q Okay. So subject to 6.07R1 (1st Revised),
did you then prepare or direct the preparation of
these testinmony and exhibits?

A Yes.

Q And if asked the questions in the testinmony
t oday, would your answers be the sane?

A Yes.

Q Is the information contained in these
testinony and exhibits true and connect to the best
of your knowl edge?

A Yes.

Q Next | have what has been marked as | AWC
Exhi bit 6.00R2 which is also the rebuttal, the second
part of the rebuttal testinmony of Rich Kerckhove.
Thi s has acconpanyi ng exhibits 6.01R2, 6.02R2, and

6. 03R2. Did you prepare or direct the preparation of
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this rebuttal testimny and exhibits?

A Yes.

Q And if | asked the questions today in this
rebuttal testinony, would your answers be the sane?

A Yes.

Q Is the information contained in this
rebuttal testinony and exhibits true and correct to
t he best of your know edge and belief?

A Yes, it is.

Q And, lastly, | have what has been marked as
| AWMC Exhibit 6.00SR, Surrebuttal Testimony of Rich
Kerckhove, with acconpanying exhibits | AWC 6. 01SR,
6. 02SR, 6.03SR, 6.04SR, 6.05SR, 6.06SR, 6.07SR,

6. 08SR and 6. 09SR. Did you prepare or direct the
preparation of this testinony and exhibits?

A Yes.

Q And if | were to ask you the questions in
this testimny, the questions contained in this
testimony today, would your answers be the sane?

A Yes.

Q And is the information contained in this

testinony and exhibits true and correct to the best

411



10

11

12

13

14

15

16

17

18

19

20

21

22

of your know edge and belief?
A Yes, it is.
MR. STURTEVANT: At this time, Your Honor,
I'l'linois-American would nove into evidence
M . Kerckhove's exhibits that | previously
identified.
JUDGE TAPI A: Any objection to the exhibits
that M. Sturtevant has stated on the record?
Hearing no objection, the exhibits
descri bed by M. Sturtevant and the attachments are
entered into evidence.
(Wher eupon | AWC 6. 00, 6. 00SUPP,
6. 01SUPP (Revi sed), 6.02SUPP
(Revised), 6.03SUPP (Revised),
6. 04SUPP, 6. 00SUPP 2nd, 6.00R1,
6. 01R1 (Revised), 6.02R1
(Revised), 6.03R1 (Revised),
6. 04R1 through 6.16R1, 6.17R1
(1st Revised), 6.00R2, 6.01R2,
6. 02R2, 6.03R2, 6.00SR, 6.01SR
t hrough 6. 09SR were adm tted

into evidence.)
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JUDGE TAPI A: You may continue, M. Sturtevant.

MR. STURTEVANT: M . Kerckhove is now avail able
for cross exam nati on.

JUDGE TAPI A: Ckay, thank you. M . Bal ough,
woul d you like to go first?

MR. E. ROBERTSON: | think they want me to go
first, Your Honor, if that's all right.

JUDGE TAPI A: M . Robertson, that's fine.

CROSS EXAM NATI ON
BY MR. E. ROBERTSON:

Q Still nmorning, so good norning,
M . Kerckhove. How are you?

A Good norning, sSir.

Q My nanme is Eric Robertson. | represent the
I1'linois Industrial Water Consunmers in this case, and
| would like to refer you to your surrebuttal
testimony 6. 00SR at pages 14 and 15.

A | have that.

Q And there you suggest that a collection |ag
is a weighted cal culation and can be affected by the
| ength of time a customer takes to pay his or her

bill and by the amount of the customer's outstanding
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bal ance, is that correct?
A That is correct.

Q Now, on page 15 of your surrebuttal

testinony, Exhibit 6.00SR, the lines 328 through 338,

you provide an exanmple of how the length in payment

days and the ampunt of the outstandi ng bal ance on a

customer's bill can affect collection |ag days,
t hat correct?

A That is correct.

Q Now, in your analysis or exanmple at |ines

337 to 338 -- strike that.

Is the analysis that you provide shown

at lines 337 to 338 of your surrebuttal testinmny?

A | think it is just a big w de 338.

Q And in that analysis | refer to custonmers

one, two, three, four and five, is that correct?

A That is correct.

Q Now, are all those customers in your
exanmpl e residential customers?

A These are just customers.

Q OCkay. So you don't know what kind of

customers they are?
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A It is a hypothetical. They are just
customers. This is an exanple just show ng the
effect of both the outstanding balance and the I ength
of time after the date the bill is closed to show the
effect on the collection |lag versus conparison to a
si npl e average.

Q So is it correct that the Illinois Comerce
Comm ssion rules allow your Conpany to require
non-residential customers to pay their bills in 14
days before a | ate payment is charged? Wbould you
accept subject to check that 83 Illinois
Adm ni strative Code Section 280.90(c) does so
provi de?

A Section 280.90 of the Illinois
Adm ni strative Code Part C indicates that for

non-resi dential service, the due date printed on the

bill may not be |less than 14 days after the due date
of the postmark on the bill, if mailed, or the date
delivery is shown on the bill and delivered by other
means.

Q For the purpose of your exanple at I|ines

337 to 338, was it necessary for you to assune that
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bills were due within 21 days of their issuance?

A It is irrelevant.

MR. E. ROBERTSON: Okay. | don't have any
questions for you, M. Kerckhove, or any nore
guestions for you.

JUDGE TAPI A: Thank you, M. Robertson. Who
wants to go next?

MR. BALOUGH: |l will go next.

JUDGE TAPI A: Thank you, M. Bal ough.

CROSS EXAM NATI ON
BY MR. BALOUGH:

Q Good nmor ni ng.

A Good norning, M. Bal ough. | had to check
since M. Robertson said it was close.

Q No, it is still morning. I n your testinmony
you di scuss the QI P revenues, is that correct?

A Whi ch testinony?

Q | believe it's your direct, starting around
page 8. Are you with me?

A Yes.

Q Now, the QP is the qualifying

infrastructure plan, is that correct?
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A That is correct.

Q And that is a surcharge that the Conpany
has in certain of its districts, is that correct?

A Yes.

Q The purpose of that surcharge is to coll ect
the return on and of certain infrastructure
i mprovenments that are made during or projected to be
made during the year, is that correct?

A Projected to be made during which year?

Q Well, during the year -- well, let me back
up then.

The amount of the surcharge is
determ ned on a yearly basis, is that correct?

A Yes, except for, you know, for instances
where, for instance, | believe that Illinois-American
put in a new QI P surcharge July 1.

Q For the -- okay, but let's take for exanple
in your testimny you are talking about the QP
surcharge for Alton, Cairo, Interurban, etc. Has
that QP surcharge been in effect for the entire
20097

A No.
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Q Was that the one that was changed as of
July?

A That's correct.

Q And the change that was made in July, is

t hat based on a future test year?

A That was based upon forecasted information,

yes.

Q And the forecasted information would be for

what period?

A For July 1, 2009, through Decenmber 31,
20009.

Q Now, as of January 1, 2010, for those
districts will there be a Q P surcharge?

A | imagine that there will be, yes.

Q Am | correct that that QP surcharge will
be based upon projected qualifying plant for 20107

A It will be based upon two things. Number
one, it will still be based upon the July 1, 20009,
t hrough December 31, 2009, plant and the January 1,
2010, additions up to, | would say, probably around
the end of April, April 30, 2010.

Q Now, when you talk about there would be
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parts of it that are still based upon 2009, is that
because there is reconciliation recovery?

A It's because the rate really won't be
reset. So those 2009 amopunts will still be used and
calculated in 2010 Q P, the time period of January 1,
2010, through April 30, 2010.

Q As far as the costs to be recovered from
January 1, 2010, through somewhere in April 2010, is
t hat based upon projections for plant to be installed
bet ween January 1, 2010, and April of 20107

A It will be based upon the 13-month average
total of those plant additions from January 1, 2010,
t hrough April 30, 2010.

Q And January 1, 2010, through April 2010,
that's also part of the test year in this case, iIs
t hat correct?

A That is correct.

Q Are any of the plant that you will be
recovering in the QP rider for Alton, Cairo, etc.,
the districts that you have QP rider in effect, are
those -- are you also recovering the plant as part of

the test year in this case?
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A They will be recovered as part of the test
year in this case in base rates beginning May 1, but
they will be recovered in the QP from January
t hrough April.

Q And how does the -- will the Conmpany be
maki ng an adjustment then in its 2010 test year in
this case to take out the amounts that are recovered
as part of the QP rider?

A | am not sure | quite understand. s this
a different question other than -- we have renmoved
Q P revenues and we have removed Q P revenues from
the test year revenues in this case. | am not sure
if that's the question you were asking.

Q Al'l right. And you renmoved the QP
revenues based upon the QP rider that is in effect,
is that correct?

A Well, we are renoving them because this
proceeding is to determ ne the base rates.

Q Now, the Company also has a pending case in
which it is seeking a QP rider for the, for example,
the Chicago metro district and the Chanpaign

district, is that correct?

420



10

11

12

13

14

15

16

17

18

19

20

21

22

A As well as other districts, yes.

Q At the time that you filed the rate case,
there were no QP revenues to be renoved from 2010
for the Chicago nmetro district, the Champaign
district and the other districts for the rider that's
pending, is that correct?

A | believe that's correct.

Q So assune for nme at the monent that the QP
rider that's pending is approved and goes into effect
prior to the base rate increase in this case. Is it
t he Conpany's intent to start charging the QP rider
for those months prior to the rates in this case
going into effect?

A | don't know for sure because that may
depend upon when the Comm ssion would allow us to

begin collecting any Q P in those districts. So |

i magine that timng will have some effect on that
deci si on.
Q Let's assunme for a moment that the Conpany

makes a decision to inplement the new QP rider for
t he Chicago metro, Champaign and the other districts.

How wi Il the Conpany make the adjustment on the QP
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revenues as it did for the Alton, Cairo and ot her
districts to include those revenues in 20107

A Well, they were never really included in
the forecast to begin with, so there would be no need
to exclude them

Q But the Company woul d be collecting those
revenues and that would be revenues that were not
antici pated when you filed this 2010 case, is that
correct?

A Since we didn't put themin the forecast to
begin with, there would be no adjustnment to take them
out . And, you know, as | nentioned earlier, this
proceeding is to determ ne our base rates, and a QP
iIs not a base rate. It is a surcharge.

Q So your answer is that those surcharge
revenues, if you collect them would just be revenues
t hat would be collected and not reflected at all in
this case?

A | wouldn't see any need for them to be.

Q In your -- | believe it is your
suppl emental testimony, |let me check. Yes, it is in

your supplemental testinony. You di scuss an increase
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in the Conpany's projected | abor expense because it
is adding a new enployee, is that correct?

A Yes.

Q And that new enployee is going to serve as
a financial analyst for the water conpany?

A That's correct.

Q Currently, prior to -- well, prior to this
enpl oyee being added, how was the responsibility for
budgeti ng revenues, including the effects of customer
growt h, whether in |arge usage custoners, and
preparing month end cl osing and cal cul ating income
t axes, how was that handl ed?

A That was handl ed through service conpany
enpl oyees.

Q So this is a transfer of function fromthe
service conmpany over to Illinois-American Water
Conpany?

A This particular individual was not
perform ng those services for Illinois while as an
empl oyee of the service conpany.

Q | am sorry, is not --

A He was not perform ng those services for
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Illinois while in the enploy of the service conpany.
Q But there was someone at the service
company who was perform ng those functions, is that

correct?
A There were one and part of others, yes.
Q As part of your adjustment then, are you
reducing the service conmpany charges to

Il1inois-American Water Conmpany because this function

will no |Ionger be done by the service conmpany?
A As | indicated, that individual wasn't
perform ng those services for Illinois, so we would

not be reducing service conpany expenses for that
i ndi vi dual .

Q | understand that. But my question is, the
services that this enployee is now going to be
perform ng were previously performed by the service
company, is that correct?

A Yes.

Q And now the service conpany will not be
perform ng those functions, is that correct?

A That is correct.

Q So the charge for the service conmpany
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shoul d be reduced to reflect the decrease in the
services that it is performng for the water conpany,
is that correct?

A | am sorry, could you please restate the
guesti on again?

Q Since the service conmpany is no |onger
perform ng this function, is it not correct that the
charge for the service conmpany should be reduced to
reflect its reduction in what it is performng for

[11inois-American Water ?

A | don't know to the extent that that has
been done.

Q But you would agree it should be done?

A If those services were being performed by

the service conmpany and are no | onger going to be
performed by the service conpany but rather going to
be performed by Illinois-American enployees, then
yes.

Q And what procedures does either the service
company or Illinois-Anmerican have in place to nmake
sure that there is follow through and that the

service fee is reduced?
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A It is my understandi ng that
Il1inois-American owned its charge for those services
provi ded by the service conpany. So, therefore, when
i ndi viduals do record their tinme, if no one is
recording his or her time to Illinois-American for
t hose services, Illinois-American would not be billed
by the service conpany.

Q And when you made this adjustment in | abor
expense as part of your supplemental testimny, did
you make a correspondi ng decrease in the service
charge to Illinois-American?

A Agai n, that was the addition of an enpl oyee
who was not perform ng those services to
Il 1inois-American previously.

Q | understand that. But if the services
being removed from the service company are now being
performed by Illinois-American and custonmers are
going to be charged by Illinois-Anmerican, shouldn't
there be a corresponding decrease in the service
conmpany charge, and | am asking you how did you
reflect that in the rate case?

A | don't know if there are conparable
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services or additional services being performed by
this individual that were not being performed prior.
| don't know the answer to that question.

Q Does the service conpany prepay its
empl oyees their monthly sal aries?

A | don't know what the service conmpany does.
For me, though, and | am a service conpany enpl oyee
in the regional, no.

Q Now, you discuss in your testinony itens
that are prepaid by the service conmpany, is that
correct?

MR. STURTEVANT: Can you direct us?

Q | believe you discussed it on your
surrebuttal testimony around page 7.

A No, actually | discuss vendors that
II'1inois-American prepays.

Q Do you know which vendors the service
conmpany prepays?

A No, | do not.

Q Do you know if the service conpany prepays
any vendors?

A Well, | do not know of any, but | imagine
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t hat they would prepay simlar types of expenses as |
noted on page 7.

Q On page 11 of your R2 testimny you said
t hat the Conpany realizes that econom c conditions
are not the same now as when the fiscal year 2009
u. S. government budget was prepared. \What changes
in econom c conditions are you referring to?

A Sorry. \What was that page reference again,
pl ease?

Q Page 11 of your R2 testinmony.

A Basically, what | amreferring to are the
inflation.

Q s inflation the only econom c condition
t hat has changed since -- well, the fiscal year for
U.S. government budgets will be starting in June of

2008, is that correct?

A | believe this information that | am
referring to, when the 2009 U.S. governnent budget
was prepared, goes back to, | amthinking, 2007. I
don't have that information with ne.

Q But to the best of your recollection, the

only thing you are referring to there is the decrease
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in inflation?

A Yes.

MR. BALOUGH: | have no other questions.

JUDGE TAPI A: Thank you, M. Bal ough.

Ms. Satter?

MS. SATTER: Could | ask that we take |unch and
continue after lunch?

JUDGE TAPI A: Sure, we can do that. It is 10
til 12:00. OCkay. Why don't we break until -- let's
just break til 1:00, make it easy.

(Wher eupon the hearing was in

recess until 1:00 p.m)
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AFTERNOON SESSI ON
JUDGE TAPI A: We are back on the record.
M. Sturtevant?

MR. STURTEVANT: Yes, Your Honor, as a result
of discussions between the Company and the Attorney
General and the Village of Homer Gl en and ot her
muni ci palities, we have cone to a series of
arrangenments regarding some of the testinmony. I
guess | will just try and sunmmarize them and ask you
guys to make sure that | am not m ssing any
components here.

The surrebuttal testimny of M. John
Young will be withdrawn or will not be offered into
evidence. Certain portions of the rebuttal testinmony
of M. Ralph Smth, the Attorney General's witness,
will be also not offered into evidence, that portion
of his testinmny addressing the California Comm ssion
proceedi ngs and the report of those proceedi ngs, the
so-called Overland Report will not be offered into
evi dence.

In the place of those testinonies and

exhibits that will not be offered, the Conmpany and
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the Attorney General, Village of Homer Gl en have
agreed that the California PUC s order and certain
subsequent pleadings in that proceedi ng would be
stipulated for adm ssion in this case. The Conpany
woul d then waive cross examnation of M. Smth and
M . Fundich and the Village of Homer Glen, and the
Attorney General would waive cross exam nation of

M . John Young on Friday nmorning, which we hope would
mean that we could all be done with this Thursday
afternoon.

In addition, | think the resolution
moots the pending notion to strike related to the
Overl and Report. There would not have to be a
decision related to that as well .

Did I get everything, cover all the
grounds there?

JUDGE TAPI A: So the motion filed is now
wi t hdr awn. | am sorry, the notion by Homer G en, the
AG?

MS. SATTER: Well, no, there was a notion to
strike filed by the Conmpany.

MR. STURTEVANT: That noti on would be wi thdrawn
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or moot ed. In any event, it would no | onger be
rel evant .

MS. BUELL: M . Sturtevant, did you say a
stipulation would be entered into?

MR. STURTEVANT: W are going to have a
stipul ated exhibit.

MS. BUELL: And that would consist of the
California PUC order and what else did you say?

MR. STURTEVANT: And two pl eadi ngs which are
presently attached to M. John Young's testinmony as
Exhibits 12.01 and 12.02. Those are a petition to
modi fy filed by California-American Water in the
California proceeding and the Division of Ratepayer
Advocates' response to that petition. So there would
be three items fromthe California PUC docket that we
woul d agree would be adm tted.

MS. BUELL: Thank you.

MR. STURTEVANT: You are wel cone.

MR. BALOUGH: And the only other item would be
t hat we woul d al so have agreement with the Conpany
concerning certain data responses that we will be

offering, | believe, tonorrow norning or just
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finalizing that.

MR. STURTEVANT: Right, in lieu of cross
exam nation of a number of witnesses over the course
of the week.

JUDGE TAPI A: So do the parties have a new
line-up for Thursday that we can discuss at the end

of the day?

MR. STURTEVANT: | believe with M. Collins
gone and M. Smth -- I'"msorry, M. Collins has also
been wai ved. | am not sure that we have reported

that yet. Wth M. Collins, M. Fundich and
M. Smth gone, then we will be left with Staff
wi tnesses. And to the extent not addressed today, |
know there are a number of testinonies fromall the
parties which were for witnesses for whom there was
no cross and can cone in by affidavit. So we can
address those today or tonmorrow.

JUDGE TAPI A: We can do that tomorrow. Well,
if we have time today. It's per the parties.

MR. STURTEVANT: What ever everybody wants.

MS. SATTER: That sounds right. | think I left

something in the other room if | can just have a
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moment .

JUDGE TAPI A: Sur e. Ckay. So | have the new
witness |ist.

MR. STURTEVANT: So the schedule | have right
now has M. W/l cox going first, M. Boggs, M. Kahle,
M . Lazare, M. Rukosuev and M . Hardas.

MS. BUELL: That is correct. That is unless
any parties decided to waive cross of a Staff
wi t ness.

MR. STURTEVANT: We have already waived. W
don't have any cross of Staff w tnesses. Don't 1 ook
at ne.

MS. SATTER: Don't | ook at ne.

MS. BUELL: Then, yes, that's the line-up for
tonmorrow.

JUDGE TAPI A: Anything else we can discuss
bef ore we proceed with M. Kerckhove's cross? Okay.

Ms. Satter?
CROSS EXAM NATI ON
BY MS. SATTER:
Q Okay. Thank you for staying,

M . Kerckhove. | just have a few questions.
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First, starting with your suppl emental
testimony, page 9, | wanted to clarify, you say
starting at line 216 the test year projection of
service conpany fees is increasing by a net anount of
$544, 0007

A Yes.

Q And in that same paragraph you say that
certain account collection m scell aneous costs
previously forecasted as part of the level of service
company fees are now accounted for in custonmer
account and m scel |l aneous. So my question is, did
you remove the customer accounting and m scel |l aneous
expenses fromthe service conpany fees?

A Yes. This net, the $544,823, is a net
i ncrease to service conmpany fees. Il n ot her words,
t he amount woul d have been higher except that these
amounts for customer accounting m scell aneous
expenses are now accounted for under those expenses
t hat were previously budgeted as service conpany
f ees.

Q So the increase to the service conpany fee

is actually 544,823 plus the amounts that were
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transferred out, just in terms of a nunmerical number.
| am not saying it is the same function. But you
have to -- once you renpve the -- | have $821, 962 for
customer accounting and 22,717 for m scell aneous. | f
you renmove those, then you add that same anmount back
in and another 544 to get to that net anount?

A That's not what ny testimny says.

Q OCkay. Well, that's what | am asking.

A Because if you | ook at the next page, on
page 10, that it is also due to increase in
uncol l ecti bl e expense, bank service charges and
post age as wel | .

Q Cust omer accounting?

A Yes.

Q So the entire $921 -- well, let's go back.

Line 219 you say certain account
coll ection and m scel | aneous costs previously
forecasted as part of the |evel of service conpany
fees are now accounted for in customer accounti ng.
If it is not the full 821, do you know what it is?

A | don't have a detail of how much the

customer accounting expense, that increase of
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821, 952,

how much of it is due to these vari ous

conponent s,

Q

t he gross
A
Q
A
Q

t hese two

no.

Do you know what

the gross income in the

increase in the service conmpany fee was?

No, | don't.

Il s that

anywhere in your

don't believe so.

testinony?

So at nost it would be the addition of

items. At nost

it would be the addition of

these two items plus the 544,0007?

A
earlier,

dol |l ar pe

Agai n,

r

in my responses to M.

i ndicated there may be some, sonme,

doll ar, but some nmovenment of servi

company costs to Illinois,

may have been reduced for

not going to be doing work for

don't know.

Q

increase to the service conpany is?

A

Q

i ncrease

So we don't

wel |,

is.

we do know what

Bal ough

not

ce

t hat service conpany costs

t hat one enpl oyee who is

really know what

t he net

[11inois. | t

am sorry, we do know what the net

Thank you.

We don't

know what

may .

t he net

i ncrease

t he

is.
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gross increase is?

A That's correct.

Q Okay. Now let's go to your surrebuttal. I
think we will be page 26. At page 26 you tal k about
the PPI and the CPlI, is that right, consumer price
i ndex and the producer price index?

A That is correct.

Q And you say that it is inappropriate to
apply the PPl to Illinois American's costs, is that
right? That's at the top of the page. Now - -

A The type of expenses that are being
inflated using an inflation factor are itens that I
included on --

Q You know, | am sorry, but there wasn't a
guestion pending, so. What | wanted to ask you was,
you say that the PPl does not apply to
Il1inois-American Water Conmpany's expenses. I s that
your position?

A That was the same question you had just
actually posed to ne earlier. So | believe that
there was a question pending. What | was saying was

that that the PPl should not be applied to these
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expenses that we are using an inflator for, such as
heati ng expense, tel ephone expense. | had a listing
of those and it was provided, | think, in ny rebuttal
testinony as | AWC Exhi bit Number 6.01R2, ground
keeping and janitorial, office and adm nistrative
supplies, electricity, charitable contributions,
advertising, bill inserts, dues.

Q So you are saying the PPl should not be
applied to those categories of expense?

A Ri ght .

Q Okay. But it could be applied to
categories of expense such as chemcals, materials,
supplies and equi pment ?

A | don't know if | would necessarily agree
with that. As | indicated, it's a producer index,

i nput index. And, you know, according to the U.S.
Bureau of Labor Statistics, there is even |anguage on
the U.S. Bureau's website that it is an al pha pricing
i ndex. It measures price changes received by

manuf acturers of a product; it is neither a buyer's

i ndex nor a price index.

Q So you are saying that the PPl doesn't
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apply at all to Illinois-Anmerican Water Conmpany?

A | would not use it myself, no.

Q You think the CPlI, consumer price index, is
an applicable inflation nmeasure?

A It is more of a consumer price, something
for consunpti on. | would note that the CP
year-to-date is actually less than the PPI
year -t o- dat e.

Q And you say in your testinmny that the CPI
is 2.3 percent inflation?

A Thr ough Oct ober, yes.

Q And what is your source for that?

A That would be the U. S. Bureau of Labor
Statistics.

Q Let me show you what's been marked as an AG
cross exhibit. | believe we are on 15. Yes, 15.

(Wher eupon AG Cross Exhibit 15
was presented for purposes of
identification as of this date.)
And can you take a look at this? This
is a US. Inflation Indicator?

A That's what it says.
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Q And are you famliar with the U S.
I nflation Cal cul ator?
A No, | am not.
Q Are you famliar with Bureau of Labor
Statistics announcements on CPlI?
A Yes.
Q Are you famliar with their press rel eases
announci ng CPl changes?
A Yes.
Q Let nme show you what | have marked as AG
Cross Exhibit 16.
(Wher eupon AG Cross Exhibit 16
was presented for purposes of
identification as of this date.)
Now, woul d you agree with me that at
the top this indicates that it is technical
information, phone number 202 area code, with a BLS
e-mai | address?
A Yes.
Q And this is the Consumer Price |ndex
Oct ober 20097

A It says on it Consumer Price Index October
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2009, yes.

Q And do you recognize this as a press
rel ease from the Bureau of Labor Statistics
announci ng the October 2009 Consumer Price |Index for
Oct ober, that period?

A | have a different version of it myself in
my hand.

Q And that different version has really small

writing, doesn't it?

A Yeah.

Q And this version has larger writing?
A | can see both fine.

Q That's shows your age.

Okay. WVhat | would like to ask you to
do is to look at the first paragraph and if you can
read that paragraph?

A "On a seasonally adjusted basis, the
consumer price index for all urban consumers (CPI-U)
rose 0.3 percent in October, the U. S. Labor Bureau of
Statistics reported today. The index has decreased
0.2 percent over the last 12 months on a

not - seasonal |y adjusted basis."”
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Q So that does not indicate a 2.3 percent
increase for the last 12 nonths, does it?

A That isn't what nmy testimny says. But ,
yes, it does not indicate that it is a 2.3 percent
increase over the last 12 nonths.

Q Okay. So for the last 12 nonths which

woul d be, what, October, November 1, 2008, to -- are

we going to the 1st or the 31st of the nonth? The

|l ast 12 nonths there has been deflation rather than

inflation pursuant to the consumer price index, isn't

t hat correct?

A For the last 12 nmonths through October of
2009.

Q And you believe the consunmer price index
t he appropriate neasure for inflation?

A There are many measures of inflation, so
don't know what your question is asking.

Q Do you believe the consumer price index is
an appropriate measure for inflation for purposes of
applying an inflation escalator to
I11inois-American's expenses?

A For those items that we use an inflation
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factor for, yes.
Q And yet you used a positive 2.3 percent
rather than a deflationary figure?

A Because it is a positive 2.3 percent for

the nine months in our 10-months ended October 2009.

Q Al t hough for the 12-nmonth period it's a

negative; that's correct, right, a negative .2

percent ?
A | believe | have already said that.
MS. SATTER: All right. | have no further
guesti ons.

JUDGE TAPI A: Thank you, Ms. Satter.
M. Al perin?

MR. ALPERI N: Il will waive ny cross.

JUDGE TAPI A: OCkay. Thank you, M. Kerckhove.

Actually, any redirect?

MR. STURTEVANT: If you just give me one
moment , Your Honor, | just want to check back
t hrough.

REDI RECT EXAM NATI ON
BY MR. STURTEVANT:

Q M . Kerckhove, just one or a couple of
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guestions on redirect.
When you were being cross-exam ned by

M . Bal ough, you were discussing QP projects in the
first four months of 2010. Do you recall that
testi nony?

A Yes, | do.

Q Can you explain whether or not there would
be any concern regardi ng double recovery of
Q P-related costs in 20107

A There would be no double recovery of costs
related to infrastructure put in service in 2010.
These rates won't take effect until approximtely May
1 of next year. And so the Q P surcharge will either
reduce or elimnate the regulatory |ag associ at ed
with recovering a return on and return of the
depreciation on those investnments. So the surcharge
woul d be in effect January through April, would be
reset to zero and then would be reflected in base
rates begi nning May 1.

MR. STURTEVANT: OCkay. Thank you. | have no
further questions.

JUDGE TAPI A: Any recross?
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MS. SATTER: Yes, | have one question on

recross, well, one question on the Q P.

RECROSS EXAM NATI ON

BY MS. SATTER

Q Does the Conmpany agree that the QP

surcharge would have to be renmpoved when the rates in

this case take effect in order

to avoi d doubl e

counting the 2010 plant investnment?

A | am not quite sure what you are asking,
Ms. Satter. Can you please restate the question
agai n?

Q Do you agree that the Q P surcharge for

2010 would have to stop on the day that the rates in

this case take effect in order

counting plant for 20107

to avoi d doubl e

A Yes.
Q s that the Conmpany's intention?
A Yes.

Q So what woul d happen woul d be consumers

woul d see a QI P surcharge on their bills for a nunber

of months, maybe four or five,

surcharge would be renoved or

and then the QP

it

woul d be reduced to
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zero?

A It would be reduced to zero. So it
actually would be removed fromthe bill. And then --
because we would be -- the Conpany would be filing an

information sheet with QP resetting the rate to zero
when the new base rates go into effect fromthis
proceedi ng.

MS. SATTER: Thank you.

RECROSS EXAM NATI ON
BY MR. BALOUGH:

Q Am | correct then conme January 1 of 2011,
that Q P surcharge would reappear, at |east as far as
t he Chicago metro and Chanpaign districts are
concerned?

A It could reappear beginning January 1,

2011, for any or all districts.

Q And the revenues that you collect fromthe
Q P surcharge, the new QY P surcharge for Chicago
metro, Chanpai gn and ot her areas, would you then be
recogni zing that as revenues in reducing the revenue
deficiency in this case because you were collecting

that in the first several months of 20107
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A They were never put into the forecast in
2010. So there is no need to take them out of the
revenue requirenment.

Q | understand they weren't in there, but you
are going to be having additional revenues in what in
essence is the test year that you will be collecting
fromthe Q P. Does that not then reduce your revenue
deficiency?

A No.

MR. BALOUGH: That's all | have. Thank you.

JUDGE TAPI A: M. Sturtevant, any re-redirect?

MR. STURTEVANT: | guess | do have one
addi ti onal questi on.

REDI RECT EXAM NATI ON
BY MR. STURTEVANT:

Q And that would be, with respect to custonmer
bills after the QP surcharge is reset to zero, can
you explain why under the QP process it is possible
that there m ght be surcharge related charges on a
customer's bill?

A It would result from proration. So if a

customer got a new bill the very day the new rates go
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into effect or the day before new rates went into
effect, they would see the full QP and on the next
bill would see none. But somebody receiving a bill
after the rates go into effect may see a little bit
just due to proration.

Q Woul d there be any other Q P-rel ated
charges that m ght be on a customer bill even after
the surcharge is reset to zero?

A Just R conmponents are old conponents
resulting from-- or, | amsorry, the C conmponent,
t he Comm ssion ordered reconciliation conmponent,
those two items m ght end up on a customer's bill.

MR. STURTEVANT: Thank you. | have no further
guesti ons.

JUDGE TAPI A: Thank you. One | ast opportunity,
anybody have cross?

Thank you, M. Kerckhove.
(W tness excused.)

JUDGE TAPI A: Does the Conpany want to cal
their next w tness?

MR. STURTEVANT: Yes, we call M. Grubb

(Whereupon the wi tness was duly
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sworn by Judge Tapia.)
JUDGE TAPI A: \Whenever you are ready,
M . Sturtevant.
EDWARD J. GRUBB
called as a witness on behalf of Illinois-American
Wat er Conpany, having been first duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MR. STURTEVANT:

Q Good afternoon, M. Grubb. WIIl you state
your name and busi ness address, please.

A Edward J. Grubb, last name is G R-U-B-B.
Address is 100 North Water Works Drive, Belleville,
I11inois 62223.

Q And by whom are you enpl oyed?

A American Water Works Service Conpany.

Q And what is your position?

A | am the Director of Finance for the
Conpany. | am also the Assistant Treasurer of
Il 1inois-American Water.

Q M . Grubb, | have what has been marked as

| AWC Exhibit 5.00 (Revised) which is entitled the
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Direct Testinmony of Edward J. Grubb and acconpanyi ng
exhi bits I AWC Exhi bit 5.01, 5.02, 5.03, 5.04, 5.05
and 5. 06. Did you prepare or direct the preparation
of this testinmny and exhibits?

A | did.

Q And if asked the questions contained in the
testimony today, would your answers be the sane?

A Yes, they woul d.

Q Is the information contained in this direct
testinony and exhibits true and correct to the best
of your knowl edge?

A They are.

Q | al so have what has been marked as | AWC
Exhi bit 5. 00SUPP, the Supplemental Direct Testinony
of Edward Grubb and acconpanyi ng exhibits | AWC
5. 01SUPP and 5. 02SUPP, 5. 03SUPP. Did you prepare or
direct the preparation of this suppl emental
testinony?

A Yes, | did.

Q And if asked the questions in your
suppl emental direct testinmny today, would your

answers be the same?
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A Yes, they woul d.
Q Is the information contained in your
suppl emental direct testimny and exhibits true and

correct to the best of your know edge and belief?

Q Continuing, | have what has been marked as
| AWC 5. 00R1, entitled Rebuttal Testimony of Edward
Grubb, as well as I AWC 5.00R2 (Revised), the Second
Part of the Rebuttal Testinmny of Edward Grubb, and
acconpanyi ng that second part | AWC Exhibits 5. 01R2,
5. 02R2. Did you prepare or direct the preparation of
this rebuttal testimny and exhibits?

A Yes, | did.

Q And if asked the questions contained in the
two parts of your rebuttal testimny today, would
your answers be the sanme?

A Yes, they woul d.

Q And is the information contained in your
rebuttal testinony and exhibits true and correct to
t he best of your know edge?

A It is.

Q Finally, M. Grubb, | have what has been
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mar ked as | AWC Exhi bit 5.00SR, Surrebuttal Testi mony
of Edward J. Grubb and acconmpanyi ng exhibits 5.01SR
and 5. 02SR. Did you prepare or direct the
preparation of this testimny and exhibits?

A Yes, | did.

Q If I were to ask you the questions in your
surrebuttal testimny today, would your answers be
the sanme?

A They woul d.

Q And is the information contained in your
surrebuttal testimony and exhibits true and correct
to the best of your know edge?

A It is.

MR. STURTEVANT: Your Honor, at this time we
woul d move the introduction of M. Grubb's direct,
suppl emental direct, rebuttal and surrebuttal
testinony as directed above.

JUDGE TAPI A: Thank you, M. Sturtevant. s
there any objection to the exhibits that
M . Sturtevant has just stated?

Heari ng no objection, those exhibits

that M. Sturtevant has stated are entered into
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evi dence.
(VMhereupon | AWC Exhibits 5.00
(Revised), 5.01 through 5. 06,
5. 00SUPP, 5. 01SUPP, 5. 02SUPP,
5. 03SUPP, 5. 00R1, 5.00R2
(Revised), 5.01R2, 5.02R2,
5.00SR, 5.01SR and 5.02SR were
admtted into evidence.)
M. Sturtevant, could you repeat the
attachments to 5. 00R2 (Revised)?
MR. STURTEVANT: Yes. 5. 00R2 (Revised) had two
attachnments, 5.01R2 and 5. 02R2.
JUDGE TAPI A: Thank you very much. You may
proceed.
MR. STURTEVANT: Your Honor, the witness is
avai |l able for cross.
JUDGE TAPI A: Okay. M . Bal ough, would you
like to go first?
MR. BALOUGH:  Sure.
CROSS EXAM NATI ON
BY MR. BALOUGH:

Q Good afternoon, M. Grubb
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A Good afternoon.

Q | want to talk a few mnutes with you about
your testinony, your direct testimny, on pages 8 and
9 concerning the Belleville |ab anal ysis?

A | have that.

Q As | understand this testinmny, you asked
ot her vendors who could perform some, | believe it is
28, different types of tests to submt a price per
test, is that correct?

A That is correct.

Q And this would be for each vendor to
perform one test as a per test price, is that
correct?

A Whet her it was one test or nore tests is up

to the needs of American Water.

Q Right. Well, maybe let's just use a sinple
example so -- if one of the tests were -- | don't
know what the tests are -- but, okay, if one test is

to determ ne what the anount of radon is in water,
again hypothetically because | don't know what the
tests are, you would ask a vendor how much is it

going to cost to do that one time, is that what you
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asked them for?

A | think what we had asked them for was what
woul d be the cost of doing tests using American
Water's needs for a year. So Anerican Water has
about 55,000 tests and they were asked to give a bid
on what it would cost on a per test basis to perform
that, those testing.

Q That's where | am getting confused. So
let's -- okay, you perform 55,000 tests in a year and
there are 28 different types of tests by your
testinony, is that correct?

A That's about correct, yes.

Q Let's assune that one of these tests
requires over a year period that they would have to
performit 500 times, fair?

A Yes.

Q When you sent out the bid, did you say what
is it going to cost to do that test 500 times for the
year ?

A Exactly that, M. Balough, | don't know. I
do know that the bid was sent out saying we have a

basket of tests over a year, here is our needs.
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Whet her it was exactly 500 or 200 or a thousand, |
don't know that for sure.

Q So but -- all right. So it wasn't -- and |
don't nmean to belabor this but | wll. It wasn't
what does it cost to do it one time and then there is
no vol ume discount, for exanmple?

A That | don't know, no.

Q Am | correct that on page 11 of your direct
testinony, that not only did you |ook at the results
of the test and include the price that the vendors
were going to charge, but you also added in the
overhead for the facility at Belleville, even if it
wasn't going to be used?

A We allocated on a total basis for each of
the vendors in determning the Belleville cost test
certain overheads based upon the amount of the
facilities dedicated to doing the testing. So, for
exampl e, depreciation for the Belleville |ab, we only
all ocated so nmuch depreciation expense that was
associated with doing the actual tests. W didn't
say all depreciation expense for that whole building

because the whole building is not dedicated to doing
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tests.

Q And how did you determ ne what the
depreciation would be for a particular one of these
28 different types of tests?

A Well, we know what assets we have there at
the Belleville lab. W have a depreciation rate, and
t hat gives us the total depreciation expense. And
then we base that allocation for the test based upon
the, | believe, the square footage in the building
dedi cated to doing |lab testing.

Q And when you are trying to determ ne what
it would cost for a non-affiliate to provide that
service, am | correct that your testimony is that you
| ooked at the price that the non-affiliate vendor was
going to provide the test for and then you added this
depreciation cost?

A No, no, we just took their cost to do the
test and then built our cost on a per test basis and
conpared it to and came up with the difference which
we had identified as a savings.

Q And | just want to clarify for a moment, in

this case the Conpany is proposing to nove the
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Chanpaign district into what will be now designated
as Zone 1, is that correct?

A That is correct.

Q And that is based upon what the Conpany
believes is the direction by the Comm ssion to
eventually move the entire Illinois-American system
to one price throughout the state?

A That is the indication fromthe prior order
of the Comm ssion, and | believe it is the Conpany's
wi shes also to go to hopefully at some point sane
tariff pricing for the state.

Q And for purposes of at |east this case, the
Conpany is proposing, as far as the customer charge
for the five-eighths inch meter, that the Chanpaign,
the ol d Chanpaign, district customers, their customer
charge would be $2 |l ess than what the other custoners
in the new Zone 1 would be paying, is that correct?

A | believe that sounds about right, because
it was a little bit less than the Zone 1 proposal.

Q This price differential, would that
continue then into the next case or is it the

Company's intent then to have the Chanpaign district
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pay the same as the other Zone 1 customers?

A Well, in the next case we would certainly
eval uate and determne if we could nove the Chanpaign
five-eighths inch meter charge to the Zone 1 rate or
maybe use another step to get there in maybe the
foll owi ng case. It just depends on the magnitude of
t he i nmpact.

Q And the reason that you are requesting the
differential in this case is because of the Conmpany's
concern of rate shock, especially for the | ow users
in the Chanpaign district?

A It is more rate mtigation just to ease the
amount of rate increase in for the small custonmers.

Q |s the Company proposing to make any
changes in the, what I will call, the fire sprinkler
charge, the stand-by charge?

A | am not sure what you mean by a stand- by
charge. s that just a nonthly --

Q The monthly fee.

A s that private fire?
Q The private fire where -- let nme back up.
You read the testinmony, | assume, of
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Chi ef Schofield in this case?

A Yes, | did.

Q One of his concerns is the fact that ther
is a rate that a customer nust pay per nonth if the
is a fire sprinkler in either the building -- in a
building, is that correct?

A That is correct.

Q |s the Company proposing to make any
changes in that tariff?

A | believe, if my menory serves me right,
are proposing to increase that private fire charge.
And | do have sonme, | believe, rebuttal to address
that, and | think maybe the Homer Gl en witness mayb
just didn't understand why the charge is there, why
it is increasing. W do have, you know, facilities
we do have mains, the plant to produce the water,
stand pipes and tanks that are there to provide the
fire service basically for the customer if the
customers need to use that fire service.

So there is nmore than just you have
the facilities there. You have to pay for the

facilities that support that service.

e

re

we

e
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Q And you understand that the fire chief's
concern is that, the fact that that rate is there may
be a disincentive for someone to install a fire
sprinkler system for exanple, in their home?

A Well, there is a trade-off to having that
fire service there and to | ower your insurance
prem unms versus not having it there and paying higher
I Nnsurance prem uns. | don't know what that cost
benefit is. That would be up to the individual
customer to determ ne that.

Q But you would agree that that is a cost
benefit analysis that someone would have to | ook at
to see whether the cost of this fee exceeds any
savi ngs they may have on insurance?

A There is a cost to having the fire
protection in the person's home or the business, yes.

MR. BALOUGH: | have no other questions. Thank
you.

JUDGE TAPI A: Thank you, M. Bal ough.

M . Robertson?
MR. R. ROBERTSON: Yes, Your Honor, actually in

lieu of cross exam nation of M. Grubb, the Conpany
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has agreed to admt three IIWC cross exhibits, what
have been marked as |IWC Cross Exhibit Number 4,
which is an Illinois-Anmerican Water Conpany response
to an I WC Data Request 3-5. It is a response
prepared by M. Grubb; what has been marked as |1 WC
Cross Exhibit 5, which is entitled AG 4.13R1 which is
an attachnment to the Attorney General Data Request
4. 13a; and what's been marked as |1 W Cross Exhibit
6, which was the second supplemental response to IIWC
1.1 which is a rebuttal work paper nunber 2 of Grubb,
which is a press release fromthe St. Louis Business
Jour nal . | move that those be entered.
JUDGE TAPI A: Thank you. And, M. Sturtevant,
is there agreenent?
MR. STURTEVANT: Yes, there is no objection
from the Conmpany. That's fine.
JUDGE TAPI A: | Il WC Cross Exhibits 4, 5 and 6,
as stated by M. Robertson are entered into evidence.
(Wher eupon I IWC Cross Exhibits
4, 5 and 6 were marked for
purposes of identification and

admtted into evidence.)

463



10

11

12

13

14

15

16

17

18

19

20

21

22

MR. STURTEVANT: And | would just for
clarification, should we file these on e-Docket or do
you want me to hand a hard copy to the clerk, court
reporter?

MR. R. ROBERTSON: | handed them

JUDGE TAPI A: Thank you, M. Sturtevant.

Actually, Ms. Satter?
CROSS EXAM NATI ON
BY MS. SATTER

Q Good afternoon, M. Grubb

A Hel | o.
Q As you know, | represent the People of the
State of Illinois, and |I have just a coupl e of

guestions for you.

In your direct testinony you describe
how t he service conmpany allocations are done. And
you say when a cost can be directly assigned, then
there is no tier allocation, is that right?

A That would be correct. The exanple would
be nme today, | would be charging my direct time to
Il 1inois-American.

Q So then the nunber of hours for your
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services are tallied and an hourly cost with overhead

is assigned?

A Yes.
Q Ils that how the direct allocation works?
A Yeah. For exanple, | will just -- | would

charge eight hours today because it was a full eight
hours. And based upon the overhead pool, both
enpl oyee benefits pool and the building overhead |
described in the contract to the conpany, the service
conpany, there are dollars added to the payrol
dollars that are charged out both on a direct basis
and the all ocated basis.

Q So there is an anount charged that tracks
your salary |level ?

A There are overheads that will be added to
empl oyee dollars that are charged to the Conpany.

Q So the overhead, that's the over head

portion?
A Yeah.
Q But then there is the salary portion?

A That's the initial piece that would be

identified in the billing system
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And it is an increment of your payroll?
That's my hours times an hourly wage rate.

By your hourly rate?

> O > O

By the actual hourly wage rate.

Q Do you know what the charge is that
Il1inois-American sees for your hours sitting here
t oday, including your payroll and your over head?

A They can see that. There are reports, |
t hi nk.

Q Do you know what it is?

A Do | know what --

Q Do you know what you charge your conpany

for your presence here?

A | know what ny hourly rate is. If 1
divided it out by total hours of the year, | can
mul tiply that out. The overhead amount that foll ows

t he payroll dollars may change from month to nonth,
dependi ng on the actual overhead doll ars charged.
You know, depreciation expense can be a little
different in a nmonth. The anount of group insurance
and pension costs may be a little bit different. | t

wi Il just depend on the actual overhead dollars
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accunmul ated in that nonth. But | couldn't say here
as a result today that Illinois-American is going to
receive X number of dollars because | don't know what
t he overhead dollars are until the end of the nonth.

Q And then if you get a raise, then the
payroll element of that charge is raised?

A The hourly wage rate would go up.

Q Woul d go up?

A Yes.

Q And Il linois-American would be responsible
for that higher rate?

A To the extent that | charge
Il linois-American for nmy time, yes.

Q But the service conpany deci des whet her you
get that raise?

A We have a process that identifies hourly
increases on an annual basis.

Q But it's the service conmpany that makes
t hat determ nation, not the operating conpany?

A Well, the operating conpanies are kept
appri sed, and sone of the operating conpany

presidents are on the board of directors of the
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service conpany. So to the extent that there is a
budget out there for the service company, that budget
has been fully bedded out by the various presidents
t hroughout the Conpany who are on the board in that
year. So they know the anmount of costs that are out
there for the service conmpany and what's com ng to
them  And within that budget are supposedly raises,
you know, nmerit increases on an annual basis. So
they would be fully aware of what those costs are.

Q But it is a service conpany decision?

A Utimtely, yes, the board of directors of
the service conmpany.

Q Now, when a service conpany enpl oyee does
somet hing that benefits nore than one entity, then
you use the tier allocations, right?

A That is correct.

Q And it sounds like there are many factors
that go into the Tier 1 allocation in particular,
woul d you agree with that?

A | am not sure | would characterize it --
define many for ne.

Q Well, at page 6 you say there are nine
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different formulas plus various metrics included in
t hese fornulas. And so nmy question is, when an
empl oyee fills out a time sheet that shows a service
that's not directly allocated, how is the Tier 1 or
even the Tier 2 analysis applied? Who does that?
How i s that handl ed?

A That's determ ned by the enpl oyee.

Q The allocation is determ ned by the

empl oyee?

A Well, no.
Q | mean the assignment?
A The assignment . Pi cki ng and choosi ng of
t he proper allocation, you know, | don't want to use

the word "fornula" because it is an allocation, okay.
For example, nmyself, if | do work for a group of
conpanies -- and earlier in this year before ny
present position | was the director of rates for the
central region, | had six or seven conmpanies in that
region. And when | would do financial reviews or go
to training sessions, things that where | don't do
work for a specific conpany, | would allocate or

charge my time to a formula that is a Tier 2 formnula,
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whi ch means those dollars in ny payroll would go al
to the regul ated conpanies since | provide no service
to the non-regul ated conpanies in American Water.
Now there may be a few enpl oyees in

Ameri can Water who do provide services to the
non-regs and the regs. They would use the Tier 1
formulas which is shown on Exhibit 5.083. They woul d
use a formula, and then based on these formulas a
pi ece of their payroll dollars and all the associated
over heads would go with those dollars to the non-regs
first, and then the remaining dollars that go into
the reg would be allocated upon the Tier 2 fornula
whi ch woul d be based upon a customer allocation.

Q So you as the enployee, let's use your
Exhibit 5.03 with the Tier 1 allocation just for
pur poses of discussion, you as the enployee would
assign your service to, say, regulated and
non-regul ated because then you would be in Tier 1,
and then you pick -- it says three-factor formla,
two-factor formula, then there is revenue factor,
total prem ses factor, enployee factor, budgeted

capital projects and engi neering project managenent
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factor, accounts payable factor, enployee and retiree
factor and purchasing factor. You woul d sel ect which
of these formulas and factors are appropriate for

t hat particul ar service?

A Well, the enployees who normally work for
non-reg and reg, we know all these things. They have
been trained on them they have been shown how to use
them why to use them For exanmple, the purchasing
factor, somebody enmployed in the supply chain
function would do supply chain functions for both reg
and non-reg and, therefore, they would use this
purchasing factor which is at the bottom of this
exhi bit and then that takes their |abor dollars and
t he over heads, sends a portion of it to the
non-regul ated conpani es, and the remaining piece that
iIs not non-reg goes to the regul ated conpani es based
on the customer count allocation.

Q So is there like a form and you check which
of these factors applies to that particular service?

A There is an electronic input sheet that we
have, that all service conmpany enpl oyees have. \What

you see there is you will see a payroll code, you
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will see an allocation code or a form number to use
One of those numbers for like Illinois-American is

i ke 10040. That dollar, when | put eight hours of
that or two hours of that formula, it goes straight

off to Illinois-American with my over heads.

There is a simlar type number for the

three factor formula, one for the participating

factor fornula.

Q So the enpl oyee does this on a daily basi
a weekly basis, a nonthly basis? How is it done?

A | usually do it at the end of the week.

Q At the end of the week?

A Yeah, | | ook on ny cal endar, mark on ny -
for me, anyway, | mark on ny cal endar what | do and
at the end of the week | fill it out and then

submt it for approval to ny supervisor who has to
review it and approve it.
Q Now let's go to Exhibit 5.02, to your

direct, and page 1 of 2. Now, under | AWC Cost

S,

Assi gnments, these are the amounts for the test year

that the service conmpany has assigned to

Il1inois-American for these various categories of

472



10

11

12

13

14

15

16

17

18

19

20

21

22

services, is that right?

A That is correct.

Q And would you agree with me that the
percentages of Illinois-American -- well, strike
t hat . Let me ask you this first.

Do you know what percentage of total
customers are represented in Illinois? 1Is it about
ni ne percent?

A About nine percent, yes.
Q So, okay, so about nine percent.

And would you agree with me that for
most of the costs, nmost of the services on this
exhibit, the assignment to Illinois-American is
between 7.7 percent and 10 percent?

A That sounds about reasonabl e.

Q Okay. But division operation support and

regul ated operations is higher, isn't it?
A That's correct. This is a part of the
di vision which has only ten conpanies, | believe it

is about ten conmpanies, in it that have received
charges from enpl oyees of the service conmpany that

only do work for, | believe, a ten conmpany division.
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And so the allocation of the Illinois-American m ght
be a little bit higher than the nine percent. | t
could be 15, 16 percent.

Q | was going to ask you if you know what
percentage of that group's customers are Illinois

customers. Did you say 15 percent?

A | was just |looking at the mllion six to
seven mllion dollars there for the division op
support or regul ated op support. That would be for

the western division.

Q But do you know what percentage of
customers?

A | don't know. They just formed the
di visions and so | don't know. Custoners are part
California or lowa or Arizona. | have an idea, but
don't have an exact nunber.

Q So you are saying division ops support and
reg ops?

A Regul at ed ops.

Q It sounds very mlitary. Those are only
the western district?

A There may be somebody there in that group
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t hat serves the whole American Water. | think the
president of the regul ated operations at American
Wat er Works Service Conpany for American Water is in
t hat group al so. On our response to AG 3.7 there is
a discussion of the services there.

Q There you say that the larger allocation is
the result of blending the direct and all ocated
charges to customer relations and engi neering
services?

A Correct.

Q So it sounds to me |like you are saying that
customer relations and engineering services in
Il1linois are taking a |arger portion of these
services than they are taking other -- than Illinois
is taking of other services?

A It's larger because it's a smaller group of
conpani es in that group.

Q But it sounds |ike customer relations and
engi neering services you specified?

A For example, we have a group in Belleville
t hat does the customer relations. And there is a

group there and there is another group in Lexington,
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Kent ucky. That Lexi ngton, Kentucky, group only
provi des that same support to the eastern division
compani es, whereas the group in Belleville provided
it for the western division companies only.

Q So would you expect the allocation to be --
the Illinois allocation to be equivalent to the
number of customers representative of the group in
I11inois?

A That is correct, yes.

Q But you don't know what that percentage of

custonmers is?

A | don't know. | know for whole Anmerican
Water it was nine percent. It was 25 percent when
I1linois was part of a smaller region. It is now

part of a bigger division, so that percent went from
25 down to 16, 17 percent. | am not sure what that
isS.

Q Okay. I n your testinmony you talk about the
hourly cost of the service conpany fee increasing by
2.81 percent?

A Correct.

Q Is it your belief that the increase in this
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service conmpany fee is driven by an increase in the
payroll to service conmpany enpl oyees?

A A 2.81 percent is the increase itens that
we outline in the update which would be an increase
for depreciation fromthe original filing, a
depreciation in maintenance. It represents a decline
or a reduction for |owered payroll taxes because of
on the incentive plan. W took the incentive plan
cost out, but inadvertently left the payroll tax in.
We took that out. And we also -- | believe we
| ower ed managenent fees for two itenms that we put
into the customer account and m scell aneous expense
line and that is 540 some thousand dol |l ars.

Q But in your testinony you said the hourly
cost of service conpany fees increased?

A The hourly cost --

Q By 2.81 percent?

A But when you ask --

Q | am just asking about the 2.81 percent.
You know, the other stuff was really extraneous, as
far as | am concerned.

A Ckay.
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Q | only want to know about the 2.81 percent?

A The 2.81 percent represents the increase in
t he managenment fee cost we have in our update.

Q Peri od?

A Peri od.

Q It does not translate into increase in
payroll to the enpl oyee?

A Correct.

Q Your Exhibit 5.01R2, that shows the
all ocations for the various categories for the test
year, is that right? Actually, it looks like a
five-year plan. But ny question is, does this
exhi bit show the nunber of hours that are spent for
any of these categories or does this show the total
charges?

A These are the total dollars.

Q So it doesn't show the hours?

A This schedul e does not show the hours, no.

Q Now, the other thing that you talk about in
your testinony is this conmprehensive planning study
t hat the Company wants IIl1linois-American to pay

$625, 240 for, put that amount in rate base.
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A That is correct.

Q Do you know what the -- now, this study is
a study that was requested by American Water, isn't
that correct, by the parent?

A It was a study that was determ ned to be
needed to determ ne the future direction of American
Water in terms of replacing its business systems and
busi ness processes.

Q So it's for the entire American Water
Conpany system, isn't it?

A It's for the Conpany, the regul ated
conpani es right now. Those business systenms being
used by the regul ated conpani es, our JDE systemis
being | ooked at very seriously. It is 12 years old
now. The Orcom ECIS system that the regul ated
compani es use is being | ooked at also and | ooking to
be repl aced.

Q And are there -- | understand there are 32
states in which American Water has operations, is
that right?

A | usually only deal with the regul ated and

that's about 20 regul at ed.
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Q About 20 regul ated, and then a group of
unregul at ed?

A There is a group that is unregul ated.

Q And the unregul ated includes Anmerican Water
as a contractor, as an operator of other systems, is
that right?

A That's my understandi ng, yes.

Q So that would be an unregul ated or
non-regul ated function?

A Contract operations, | believe is the nane
that's in use.

Q And did contract operations use the same
processes and prograns and systens that the regul ated
systens use, the regul ated conmpani es use?

A | am not sure what systens they use. All |
know is from my experience that the regulated -- al
t he regul ated conpani es use JDE or ECIS.

Q Now, do you know what the total cost of
this comprehensive planning study is, not just for
I1linois but the total cost to American Water?

A About $6.7 mllion.

Q Now, in response to AG Data Request 9.16
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you were asked for the cost and you referred to the
response to AG Data Request 6.2. And | am going to
just ask you to |l ook through this response with me,
if you will.

MR. STURTEVANT: Sorry to interrupt, but |
bel i eve that some of this has been | abel ed
confidential .

MS. SATTER: s it |abeled confidential?

MR. STURTEVANT: The entire interior appears to
be | abel ed confidential .

MS. SATTER: Can we go off the record for just
a mnute?

JUDGE TAPI A: Yes, go off the record.

(Wher eupon there was then had an
off-the-record discussion.)

JUDGE TAPI A: \Why don't we go ahead and take a
five-m nute break?

(Wher eupon the hearing was in a
short recess.)

JUDGE TAPI A: Back on the record.

Ms. Satter?

MS. SATTER: Yes. We have had an
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of f-the-record discussion in |Iight of the
confidential marking on the exhibit, and we have

agreed, the Conpany and the Office of the Attorney

General, that | will put together a listing of the
information that | wanted to elicit from these
exhibits, and the Conmpany will then go back and see

whet her those could be filed publicly.

JUDGE TAPI A: Okay.

MS. SATTER: And then file themas a late-filed
exhibit, either publicly or confidentially, depending
on what the review concl udes.

JUDGE TAPI A: And then there will be no need to
continue cross exam nation in regards to this
exhi bit?

MS. SATTER: Ri ght . So we are prepared to do
that. That's nunber one.

Then, number two, is M. Grubb
testified on an issue related to an issue in this
case in Docket 09-0400 and on Monday there was cross
exam nation in that case. That case has been
assigned to Judge Jones, as is this case. And Judge

Jones wasn't there on Monday either, so.
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What we want, what | am asking is for
the Comm ssion to take adm nistrative notice of the
-0400 testinony and cross exam nation, so that we
don't redo the cross exam nation on the same issue in
this case.

JUDGE TAPI A: Okay.

MS. SATTER: So | would nmove for the Comm ssion
to take adm nistrative notice of the testinony and
cross exam nation in Docket 09-0400. And the cross
exam nation took place on Monday, | believe it's
December 7.

JUDGE TAPI A: Cross exam nation of --

MS. SATTER: M. Grubb

JUDGE TAPI A: O M. Grubb.

MS. SATTER: And he was the only witness that
was subject to cross exam nation in that case.

JUDGE TAPI A: | am sorry, and the docket number
is 09-04007

MS. SATTER: Yes.

JUDGE TAPI A: And is there any objection to
t hat ?

MR. STURTEVANT: No, Your Honor. | would just
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note that the Company has no objection in |ight of
the fact that M. Grubb is the same witness in both
proceedi ngs. There is some overlap of the
information and the adm nistrative |law judge is also
Judge Jones in that proceeding.

So in light of those circunstances, we
have no objection.

MS. SATTER: And just to clarify, | would ask
that all the testimny be subject to admnistrative
notice, not just M. Grubb's.

JUDGE TAPI A: All the testinony in that case?

MS. SATTER: Yes.

MR. STURTEVANT: Which is nostly M. Grubb's.

MS. BUELL: Does that include Staff testinmony
as well?

MS. SATTER: Maybe we can take a break while
Staff discusses.

JUDGE TAPI A: Okay.

(Wher eupon the hearing was in a
short recess.)

JUDGE TAPI A: We are back on the record.

MS. BUELL: After consideration of this issue,
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Staff has determ ned that it would have no objection
to the Comm ssion taking adm nistrative notice of
Staff witness Kahle's testimny in Docket Number
09- 0400.

JUDGE TAPI A: And he's the only wi tness that
testified for Staff?

MS. BUELL: The only Staff witness in that
proceedi ng, yes, Your Honor.

JUDGE TAPI A: Okay. Anything further?

BY MS. SATTER: Yes, just two more m nor itens.

Q M. Grubb, let nme hand this to you. This
is the response to Staff Data Request -- excuse ne,
AG Dat a Request 5.5 and AG Data Request 3.1. And can
you tell me, does this docunent show the number of
sewer treatment -- sewage treatment customers in the

Chicago metro area and their |ocations?

A Okay.

Q Yes?

A Uh- huh.

MS. SATTER: | would |like to move for the

adm ssion of AG Cross Exhibit 17 with that

i nformati on.
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JUDGE TAPI A: Any objection to AG Cross Exhibit

177?

MR. STURTEVANT: No, Your Honor.

MS. SATTER: And | have also marked AG Cross
Exhi bit 18. Now, this is a response to Staff -- to
AG Data Request 9.11. It's a map of the Chicago

metro service area with the names of the service
areas and the number of customers served in each
service area. It was produced by Cheryl Norton. But
if there is no objection, | would move for its
adm ssion just for informational purposes.
JUDGE TAPI A: M. Sturtevant, do you have any
objection to AG Cross Exhibit 187
MR. STURTEVANT: No, we don't, Your Honor.
JUDGE TAPI A: Hearing no objection to AG Cross
Exhibit 17 and AG Cross Exhibit 18, these exhibits
are admtted into evidence.
(Wher eupon AG Cross Exhibits 17
and 18 were presented for
identification and admtted into
evi dence.)

MS. SATTER: And | have nothing further.
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JUDGE TAPI A: Thank you, Ms. Satter.

M. Al perin?
MR. ALPERI N: | have no questions. Thank you.
JUDGE TAPI A: Okay. Any redirect?

MR. STURTEVANT: Just give me a m nute, Your

Honor .
(Pause.)
We have no redirect, Your Honor.
JUDGE TAPI A: Ckay, thank you. | think that
concl udes our |ist today, our witness |ist today.

Let's go ahead and enter any affidavits tonorrow
morning, first thing. And | am not sure what time
Judge Jones scheduled the case tonorrow, but let's go
ahead and start at 9:00.
Anyt hing else we need to do before we

adjourn until tonorrow at 9:00 o'clock?

MR. STURTEVANT: | don't think so, Your Honor.

MR. E. ROBERTSON: Oh, Your Honor, would you
want the parties to move, if their testimony is going
in by affidavit, did you want us to nove the
adm ssion of the individual exhibits of each of the

wi t nesses?
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JUDGE TAPI A: Yes. W are going to do that
first thing tomorrow morning, unless, M. Robertson,
are you going to be here tomorrow?

MR. E. ROBERTSON: One of wus, somebody named
Robertson will be here.

JUDGE TAPI A: Yeah, let's just do that first
t hing tomorrow morni ng.

MS. SATTER: Judge, if we don't have the
affidavits back yet, if we don't have them signed, do
you want us to still identify the testimny?

JUDGE TAPI A: Yes. And if you can file it that
day or tonorrow?

MS. SATTER: | amtrying to get the information
this afternoon and get it signed, but if not, you
still want us to run through it?

JUDGE TAPI A: Right, let's do that. And t hen
if you don't have it signed that day but you are
going to file it that day because you are going to
get it, we will do that, if that makes sense. Let's
adjourn until tonorrow at 9:00 a. m

(Whereupon the hearing in this
matter was continued until
December 10, 2009, at 9:00 a.m

in Springfield, Illinois.)
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